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HAVE YOU HEARD 


% that... One Utility 
Company sold a Silex 
Glass Coffee Maker to 
11% of its Meter holders 
in an extensive 30-day 
campaign! Why don't you 


try it... . because 


Silex Glass Coffee Maker 
you put on your line 
adds 
an average of 87 KWH 


to your load ea 7 y 


Push 4M €& M and watch your load climb 


THE SILEX COMPANY ... DEPT. U... HARTFORD, CONN. 


Creators of the Glass Coffee Maker Industry 
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Gas Appliance Is More Efficient With a 
ARBER BURNER 


A 20-year record of leadership in gas burner design is 
demonstrated by the fact that nearly 200 nationally known 
appliance manufacturers have adopted Barber Burners as 

Ne standard equipment for their products. 

Patented Barber Jets have an exclusive combustion 
ciple, with an auxiliary air feed producing the exact mixture 
essary for efficient combustion on increased gas pressure. The 
it is a perfectly controlled flame of maximum temperature, far 
e effective than that of any other known principle. Barber Burners 
top performance, fuel economy, and trouble-free service on nat- 
, manufactured, Butane, or bottled gas. See that gas appliances 
h you sponsor or recommend, including heating and air condi- 
ing equipment, conversion burners, water heaters, and etc., are 
pped with BARBER Burners. 


ndard Models come in 8 
or round grates 12” to 34” 
meter. There is also a wide 
of sizes for oblong grates. 
urners easily and correctly 
ble to grate dimensions. 
in A. G. A. Directory of 
ved Appliances. Ask for 
g and Price List on Con- 
Burners for Furnaces 
oilers, Burner Units for 
ppliances, and Gas Pres- 
wators. 


BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


¢ BARBER&S?7%S BURNERS e 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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ELECTRIC POWER AND WATER 
COMPANIES 


and other Public Utility Companies interested in bill 





printing and addressing are invited to send for these 


case stories— 


A POST-CARD BILLING SYSTEM 
FOR A WATER COMPANY 


and 


TWO-COLOR BILL PRINTING 
FOR AN ELECTRIC POWER COMPANY 


Requesting this systems material carries no obligation. 


Just address: 


Systems Department 


THE ELLIOTT ADDRESSING MACHINE COMPANY 


157 ALBANY STREET 
CAMBRIDGE, MASS. 
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HIs seems to be open season for ambassa- 

dors of good will, ambassadors of ill will, 
unofficial observers, and other nondiplomatic 
gentry who roam about the world seeking 
what news they can devour. “There has never 
been a time,” wrote a Washington newspaper 
correspondent recently, “when the United 
States government has been represented 
abroad in such diverse, informal, and some- 
times secretive fashion.” 


THE Washington news story went on to 
discuss the recent trip to London of Harry 
Hopkins on behalf of President Roosevelt, 
and the recent trip of Lauchlin Currie, ad- 
ministrative assistant to the President, to the 
Chiang Kai-shek government of China. Then 
there are the strange comings and goings of 
Colonel “Wild Bill’ Donovan, who was last 
heard of in Ankara, Turkey, but who is just 
as likely as not to turn up under your dinner 
plate at any time. 


Nor the least interesting of these wander- 
ing Americans is Wendell L. Willkie, ostensi- 
bly representing Wendell L. Willkie, who 
went for that flying visit to England (with a 
side dash over to Eire) and returned in time 
to testify before the Senate committee hear- 
ings on the lend-lease bill. 


¥ 


gees point of all this is that you don’t have 
to be a career man or even a duly ac- 
credited diplomat to do a service for the flag 
in foreign ports. It would not be surprising 
to learn that the Department of State had 
no more to do with the respective odysseys 
of Messrs. Hopkins, Currie, Donovan, Will- 
kie, et al. than the issuance of passport visas. 
And so the inspiration was born in financial 
circles (which seem to have a great deal of 
time on their hands for inspiration during 
these dull trading days) that maybe the utili- 
ties might do Uncle Sam, as well as them- 
selves, a good turn by looking into the field 
of foreign investment. 


AFTER all, if a pun is excusable, a “profit” 
may not be without honor except in its own 
country. And since the SEC seems deter- 
mined to make the utility holding companies 
disgorge some of their property holdings in 
these United States, why not plow the money 
back into the foreign mission field for the 
spread of democracy and American good will 
in general? 
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HERBERT CURLY 


Should we export our surplus holding com- 
pany affiliations to Latin America? 


(SEE Pace 259) 


FURTHERMORE, since it seems to be an im- 
portant part of our foreign policy these 
days to butter up the “good neighbors” south 
of the border, the thought has been expressed 
that some of the utility holding companies 
might find it profitable, as well as patriotic, 
to reinvest their liquid funds in Latin Ameri- 
can utility holdings. The implication that the 
planting of colonies of United States citizens 
might offset some of the totalitarian infiltra- 
tion in those areas would naturally follow. 


WELL, expressed like that, it sounds like a 
good idea, even if it might shock some of our 
left-wing friends profoundly to think of 
American utility holding companies operating 
as a sort of foreign mission board to preach 
the gospel of democracy to the totalitarian 
heathen. So we asked our veteran Washing- 
ton correspondent, HERBERT Corey, to look in- 
to this situation and see if there was anything 
to it. Mr. Corey looked into the situation but 
his report does not seem to give the author 
of this grand idea even a good mark for ef- 
fort. But maybe you had better read for your- 
seif what Mr. Corey has to say. 


¥ 


NOTHER trend of the times seems ee 
towards preventative as distinguish 
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63 CHROMALOX 
STRIP HEATERS 


mounted vertically around 
this tank, provide an operat- 
ing temperature of 960 deg. F. 
Power supply 230-V, 3-phase. 
Uniform heat is assured by a 
pyrometer controller with 
suitable contactor. 


Chromalox strip heaters can 
be supplied flat (as illustrated 
at the left), curved in cross- 
section to fit snugly against 
pipes, or curved in length to 
encircle round tanks. They are 
one of many available forms 
and types of Chromalox units. 


[ota =%o)\F-URe>. 


The completel 
insulated sal 
bath in operation 
Two-thirds o 
this furnace 

below floor level. 


THIS 35 KW 
CHROMALOX 


ELECTRIC HEATER 


.--has been building loac 
24 hours per day for 6 years 


An aircraft plant now humming with defense 
production, operates the electrically heated sal 
bath pictured, heat treating aluminum 24 hours 
per day. 

Like many other Chromalox heated industria 
applications, this furnace produces increased 
revenue for the utility because much of thi 
load is off-peak. 


Defense industries everywhere want faste 
and better means of heating their productive 
processes, machines, tanks, etc. Wiegand elec 
tric heating experts will work with your engi 
neers in meeting this need. 


Let us discuss your specific problems. 


EDWIN L. WIEGAND COMPANY 


7500 Thomas Blvd. 2 Pittsburgh, Penn 











8 PAGES WITH THE EDITORS (Continued) 


from curative action. For the last two or three 
decades, medical science has made its greatest 
strides in the interest of public health by 
means of “prophylactic” rather than “thera- 
peutic” technique. Other professions have 
borrowed the idea liberally. The Civilian 
Conservation Corps is the sociologist’s idea 
of saving the underprivileged young man 
from social temptations before he has a 
chance to succumb to them. Soil erosion con- 
trol is an engineering adaptation of the old 
maxim that an ounce of prevention is worth 
a pound of cure. Even the lawyers are mak- 
ing more use of injunctive proceedings than 
they did during the nineteenth century. 


CoMES now a newspaper man, ARNOLD 
HAINEs, to tell a story of an attempt to apply 
the preventative conception to public rela- 
tions by an operating utility company. Be- 
cause the superiors of the company where 
he was employed did not (and perhaps still 
do not) appreciate the value of Mr. Harnes’ 
suggestion, Mr. HaInes made a further sug- 
gestion to us that it might save embarrass- 
ment all around if his real name were not 
used, so that the company which employed 
him could not be readily identified. 


INASMUCH as Mr. HAINEs would seem to 
have, if not an original idea, certainly 
one which has not been very widely ex- 
pressed, we felt justified in this instance in 
departing from our usual rule against the 
nom de plume. After all, the merit or de- 
merit of the proposal for a “prophylactic” 
public relations policy does not depend on 
identities, The plan speaks for itself and we 
thought our readers would at least like to 
give it a hearing. 


¥ 


B pies by way of making the feature articles 
of this issue unanimously the efforts of 
newspaper men, the article on the changing 
regulatory policy of air transport is the 


product of T. N. Sanpirer, who has spent 
two decades writing national news, most of 
it from Washington bureaus of press asso- 
ciations. Mr. SANDIFER is now specializing 
in articles on commercial and military avia- 
tion. 


PERHAPS no form of utility service has 
been faced with so many and widely differ- 
ent problems in such a short time as com- 
mercial aviation. It seems only a few years 
ago when regular commercial passenger 
and mail service took its first unsteady steps 
towards an independent industrial status— 
the outgrowth of the post-World War avia- 
tion barnstorming. Commercial air trans- 
port now represents hundreds of millions of 
dollars invested in equipment; trained per- 
sonnel, and airport facilities. 


Unper the forced draft of the European 
conflict, transoceanic air service by clipper 
lanes has become an established routine. 
et already the commercial industry finds 
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T. N. SANDIFER 


of commercial air carriers is 
maturing rapidly. 


(SEE PAGE 269) 


Regulation 


itself facing economic and regulatory re- 
strictions, some of which have been aggra- 
vated by our own national defense effort 
with its resulting demand for more and 
more planes and pilots to operate them. 


¥ 


MONG the important decisions preprinted 
from Public Utilities Reports in the back 
of this number, may be found the following: 


TuHE Federal Power Commission, in decid- 
ing whether to grant or deny an application 
for a license for a hydroelectric power project, 
considers whether the proposed development 
would be in harmony with the provision of the 
Federal Power Act, which clearly indicates 
the congressional intention that such project 
shall best be adapted to a comprehensive plan 
to conserve and utilize in the public interest the 
water resources of the region. (See page 310.) 


THE legislative history of § 3(a) of the 
Holding Company Act, enumerating grounds 
for exemption of holding companies, is_dis- 
cussed by the Securities and Exchange Com- 
mission. (See page 257.) 


A STATE commission’s jurisdiction over un- 
certificated carriers is considered by the Colo- 
rado commission, in hearing a complaint 
seeking a determination of such a carriers 
previous charges. (See page 299.) 


THE next number of this magazine will be 
out March 13th. 
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Stop pushing file drawer contents back 
and forth in time and energy wasting 
motions! The Flexi-File keeps folders 
and guides in an easy-to-get-at upright 
position—they can’t slump and slide 
about! 


It’s just a little thing but if you’ve ever 
dropped an armful of filing papers, or 
if you must pull out adjacent drawers 
to rest filing material on, you'll appre- 
ciate this inexpensive File Shelf that is 
instantly suspended from drawer pulls 
and incorporates a wire bail to prevent 
papers from slipping to the floor. 


HEN your filing work “jams up” 
Wana day’s end sees you wishing 
more work finished—consider the help 
of extra hands! Extra hands in the form 
of Remington Rand filing accessories. 
These hundreds of aids have been de- 
veloped especially to make filing and 
finding easier and faster. They'll make 
your days more productive and cost so 
little they can be included in any bud- 
get without making it bulge! 


Write or phone us today for your free 
copy of our new, revised up-to-the- 
minute 1941 “Orrice Manuat oF Bet- 
TER Fitinc Suppwies.” See for yourself 
how easy it is to add “extra hands” to 
your filing! 


Remington Rand Ine. 
BUFFALO, NEW YORK 


BRANCHES 


PRI NSP AL 
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New steam electric gen- 
erating station of N. Y. 
State Electric and Gas 
Corp. at Dresden, N.Y., 
on shore of Lake Seneca. 


HE NEW DRESDEN STATION of the 

New York State Electric and Gas 
Corporation is another of the growing 
list of great plants whose boiler plant 
efficiency is maintained by Vulcan Soot 
Blowers. The two 110,000-lb. Foster 
Wheeler boilers are kept clean and free 
of ash accumulations by the thorough 
blowing action of their Vulcan Soot 
Blowers. The scientifically engineered 
design of the slowly rotating heads and 
the alloy heat-resisting compression 
type bearings assure thorough clean- 
ing and insure longer life of the equip- 
ment itself. 





VULCAN SOOT BLOWER CORPORATION - DU BOIS - PENNA. 


/VGLCAR 


SOOT BLOWERS 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MONTAIGNE 








“Industry is ‘in the army now’... 


¥ 


. . . preparedness is for them [the utilities] no new 
word.” 


¥ 


“I recognize the single-minded devotion of Secretary 
Ickes to the cause of public power. . .” 


Ss 


“Tt seems madness to me to place our chief reliance on 
building plane for plane against potential enemies.” 


¥ 


. there is no need to fuss about regulation. It is 
merely a question of how to turn it into constructive 
force.” 


“ 


¥ 


“To an extent unparalleled in history, the conflagration 
we are watching is a war fought with petroleum and for 
petroleum.” 


* 


“I have little fear that freedom of the press will be 
abridged from external assault in this country. The danger 
is from internal corruption.” 


¥ 


“We must make sure that when this armament effort 
is Over our economy will not be deformed—overgrown in 
some directions, shriveled in others.” 


» 


“It may be fairly said, and without criticism, that we in 
America are an economicaliy illiterate people, even as 
measured by our understanding of the more simple eco- 
nomic truths.” 


¥ 


“ |. it is surely an open secret that the generality of 
employers have, shall I say, a rather scant affection for 
the National Labor Relations Act and the agency which 


administers it.” 


12 
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THIS LITTLE CARD OFFERS 


$0 MUCH PROTECTION 
TO BURROUGHS USERS. 


Only a Burroughs service man, paid and directed by 
Burroughs, carries this 1941 credential card. It is your 
assurance that he is qualified to service your Burroughs 
equipment because— 


He is trained at the Burroughs factory. 


He is instructed regularly about the adjustment, 
inspection and other service requirements of all 
Burroughs machines, including the latest models. 


He installs only genuine Burroughs parts. 
His work is guaranteed by Burroughs. 


Burroughs service, reasonable in price and as near as 
your telephone, is one of the major reasons why so 
many business enterprises buy Burroughs machines. 


BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICH. 
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14 REMARKABLE REMARKS—( Continued) 


H. P. Liversince 
President, Philadelphia Electric 
Company. 


VIRGIL JORDAN 
President, National Industrial 
Conference Board. 


H. W. PRreEntIs, JR. 
Former president, National As- 
sociation of Manufacturers. 


Davin E, LILIENTHAL 
Director, Tennessee Valley 
Authority. 


Joun A. RIGGINS 
President, New Jersey Utilities 
Association. 


JostaH W. BAILEY 
U. S. Senator from North Carolina. 


James E. Murray 
U. S. Senator from Montana. 
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“If the increase in the electric power load that is esti. 
mated for the 1942 national defense program in the Phila- 
delphia area were doubled, we would still have in reserye 
a spare generating capacity of 100,000 kilowatts.” 


> 


“The wild boom in government securities during the 
past seven years of the frenzied Federal finance makes 
the speculative excesses of the private capital market of 
the Nineteen Twenties seem pale and insignificant by com- 
parison,” 


> 


“To attempt social reforms faster than the industrial 
structure can absorb and pay for them is unsound eco- 
nomically at any time. To put reform ahead of recovery 
was bad enough. But, now to put reform ahead of defense 
would be calamitous.” 


¥ 


“The advantages of centralized public control we must 
retain, but for these benefits we must not force ourselves 
to pay too high a price. We must use our intelligence and 
inventiveness to protect ourselves against the dangers 
which we now know are latent in vast size and over- 
centralized control.” 


¥ 


“We already have more than 200 bureaus, departments, 
and commissions under executive control, regulating our 
lives in one way or another. If economic planning is al- 
lowed to multiply it will add to the already enormous 
expansion of the scope of government, which is bound to 
crush freedom by sheer weight.” 


¥ 


“. .. the states are not financially dependent upon the 
Federal government. They are in that posture; but the 
states collectively have all the wealth the national gov- 
ernment has. We have simply fallen here into a habit 
of depending upon the borrowed money of the Federal 
government—that is, the credit of the Federal government 
—in lieu of proceeding courageously to our duty of levy- 
ing taxes in the states to discharge their functions, and 
levying taxes in the United States to discharge the Federal 
functions.” 


¥ 


“Work for the people, good housing, education, cul- 
ture, vacations, health, and contentment are the first 
prerequisites of a strong nation. I often wonder if it ever 
occurred to the opposition who criticize this government 
that people fighting and striving for a living might not get 
tired and just sit back and watch. And that is as grave a 
danger as revolution. When men are worn and weary of 
an endless struggle in which the odds are lengthened and 
the handicaps increased, there is danger—and great dan- 
ger—to a nation.” 
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Below — Hi-Pressure contact disconnecting 
switch 34,500 Volt 600 Amp on lines of an 
eastern utility. 





HI-PRESSURE CONTACTS 


characterize all 


R®LE swirenne courment 


The Hi-Pressure contact, a feature originated by 
The Railway and Industrial Engineering Com- 
pany, has revolutionized modern switch design. 
Switch contacts are wiped clean of dirt, corrosion, 
metal oxides, etc., with each operation and a elean 
metal to metal contact is assured. 


Pressure is constant, assuring a contact which is 
free from the arcing or spitting which interferes 
with proper radio reception. 


The original Hi-Pressure contact switches have 
been giving satisfactory service under all operating 
conditions for many years. 


RAILWAY AND INDUSTRIAL 
ENGINEERING COMPANY 


GREENSBURG, PENNA. 
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EGRY 


SPEED TlEe 





You may have just as many billing ma- “Sree on 
chines as you have typewriters when you oe 
use the Egry Speed-Feed . . . the amazing 
device that converts any typewriter into 
a billing machine in one minute without 
change in typewriter construction or op- 
eration. Speeds up the output of typed 
forms 50% or more by eliminating all 
manual labor incident to the inserting and 
removing of carbons, making all time of 
operator productive. Uses Egry Continu- 
ous Printed Forms and Egry Speed-Feed 
Carbons, writing 300 or more sets of forms 
with a single loading of carbons, eliminat- 
ing use of costly one-time pre-inserted 
carbon forms and other wasteful types. 
ad 


«, = 

* v. 
~ * & 
—— %. 


Demonstrations of the speedy, economical, effi- . 

cient, time-, labor- and money-saving Speed-Feed The Speed-Feed cost less than 2c per day for 
in your own office without cost or obligation. only one year. No upkeep, no replacements, noth- 
Write today for literature. Dept. F-227. ing to get out of order. Get all the facts at once. 


The EGRY REGISTER Company 
Dayton, Ohio 
SALES AGENCIES IN ALL PRINCIPAL CITIES 


The Egry Register Co., (Canada) Ltd. King & Dufferin Sts., Toronto, Ontario, Canada 
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A Team draws 
IMNO;Tre 


= we tell a Pittco Store front customer “Modern 
lighting will also help your business”, we’re trying to be 
sure that he gets the best possible modernization job, com- 
plete in every detail. 


Your store lighting and our store fronts together make 
a team—one that draws more business and profits to the 
store than either member of the team can draw alone. 


So mention store front modernization to your customers 
as we mention store lighting to ours. And when you do, 
suggest Pittco Store Fronts, the leader in the field. 


ITTCO STORE FRONTS 


PITTSBURGH PLATE GLASS COMPANY 
'PUTSBURGH' stand fot Quality Glass and aint 
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HOOSIER ENGINEERING COMPAN 


CHICAGO 46 SO. 5TH ST., COLUMBUS, OHIO NEW YOR 
Canadian Hoosier Enitnonias Company, Ltd. 


ERECTORS OF TRANSMISSION LINE! 
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Y Speedicot little 
\Q\G Ratchet Threader 
We) | ee ee 


Breaks or Distorts we 


place it Free 

quickly cuts perfect threads on %to 1” pipe. Die 
heads snap out easily for changing, snap into ratchet 
ring from either side — can’t fall out. Dies reverse for 
threading close-to-wall pipe— no special dies needed. 
Separate sets of semi-high-speed tool steel chaser 
dies, accurately cut, long wearing. A tough all-steel 
malleable-alloy tool. Patented carriers with all 
complete sets at no additional cost. Save time, cut 
better threads — buy at your Supply House. 


THE RIDGE TOOL CO. e ELYRIA, OHIO 


Fel les (D PIPE TOOLS 


Rice w PIPE TOOLS 
In use all over the world 
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Do you really know 
HOW TO WRITE REPORTS? 





Are your technical reports always clear—coherent—complete? Are 
you able to express technical information and facts in such a manner 
that anyone reading your report knows immediately what you mean? 


Bust as in everything else, there are clear. By following these principles, 
certain fundamental principles of and adopting an attitude toward writing 
order and planning and style that can reports that is based on an apprecia- 
change a muddled and confused tech- tion of the eventual audience, you can 
nical report into one that is crystal improve your papers immensely, 


WRITING THE TECHNICAL REPORT 


By J. Raleigh Nelson 


Professor of English in the College of Engineering 
University of Michigan 


373 pages, 6 x 9, $2.50 


Step by step this authoritative book shows 
you how to simplify technical reports; how 
to analyze the type of report; how to choose 
the best form and style; how to organize the 
material; how to use figures, tables and an- 
notations. A book for everyone who realizes 
how improved reports can eliminate misun- 
derstanding, save time in explanations, dem- 
onstrate the writer’s knowledge and ability, 
and create favorable impressions on em- 
ployers. 


of the introduction 
vt f attention ussite 


m 
rant first fortduction® 1° 


n 
v nag | paragraphs 
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nce 
the Menalish sentence 
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f a use 
3 fingignments with illu 
The complete guide 


to report writing 


Send check, money-order or cash to 


PUBLIC UTILITIES FORTNIGHTLY 
MUNSEY BLDG., WASHINGTON, D. C. 
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150,000 HP Francis Turbine 


for Grand Coulee Project 
(SHOP HYDROSTATIC TEST—230 LB. PER SQ. IN.) 


HYDRAULIC TURBINES 
FRANCIS AND HIGH SPEED 
RUNNERS 
BUTTERFLY VALVES 
POWER OPERATED RACK RAKES 
GATES AND GATE HOISTS 
ELECTRICALLY WELDED RACKS 










Newport News Shipbuilding and Dry Dock Company 
(Hydraulic Turbine Division) 


Newport News, Virginia 
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Sell The Furnaces That 
Have Selling Advantages 


NIAGARA 


Winter Air Conditioning 
and Gravity Units 


outstanding features of Niagara Gas Furnaces give 


you plenty of selling advantages to speculative, con- 
tract builders and home owners alike. 


With Niagara, you sell the advantages of copper 
chrome cast iron: or... Toncan iron heat exchangers... 
a selection of belt or direct drive blowers with two speed 
control . . . the exclusive Niagara summer-winter switch 

- modern casing design . . . concealed inner controls 

.. and A. G. A. approval. With these go two most im- 
portant sales features — low prices and high operating 
efficiency. 


Write for complete information. 


The Forest City Foundries Company 
2500 West 27th Street Cleveland, Ohio 
Established in 1890 
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HE long lengths and light weight of 

Transite Ducts make assembly easy, 
fast and economical, even when unskilled 
crews are used. Transite Conduit is so 
strong it needs no concrete envelope . . . 
substantially reduces installed costs, par- 
ticularly where a small number of ducts 
per trench is involved. 

Transite Korduct, for use in concrete, 
makes further savings because its long 
lengths mean fewer spacers, fewer joints 
to make up. Due to its asbestos-cement 
composition, it requires less concrete sepa 
ration for equivalent heat dissipation and 
fire protection between cables. For de 
tails, write for brochure DS-410. Johns 
Manville, 22 E. 40th St., New York, N.Y. 


FAST, ECONOMICAL INSTALLATION is 
assured because of the long lengths and 
light weight of Transite Ducts. Han- 
dling and assembly are simple and 
easy... lining up is rapid and accu- 
rate. And when installed underground, 
Transite Conduit eliminates all the 
expense of a concrete casing . . . holds 
its true form under sustained earth 
loads and traffic pressure. 


EFFICIENT, 
LOW-COST 





SERVICE, 

underground without _lationinconcrete. Thinner walled, 
AY P & Cc | F y, — = acnibeas po amd oer jonuk ease but otherwise idene 
aa ct for exposed locations. tical with.Transite Conduit. 
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How to handle all kinds of wiring and 
A PRACTICAL, HOW-TO-DO-IT HANDBOOK installation jobs 


Covers the mcg contents 7 the latest nt re a in strict accordance with 

Sode, with finiti . ions, t , data a 

prt a al ew et he cue es sad aa tt pecan My ‘. THE 1940 NATIONAL 
a buildings high-voltage equipment ELECTRICAL CODE 


omes signal systems . : : Re 
factories ; sie Saalatiaitiids H™ is the electrical contractor $ job 
Eeakteus taeattons services : book almost completely re-written 
tastes grounding in accordance with the new 1940 Code 
emergency lighting design of installations requirements and planned to enable elec. 
Based on the 1940 Code, Abbott's tricians to understand the new rulings of 
, : the National Electrical Code and to do 
National Electrical Code Handbook work in accordance with the Code 
: : An instantaneous aid 
brings you: In Abbott’s Handbook you can find all 
—definitions of Code terms —85 useful tables the rules affecting any question in an in- 
i et and connecting stant. And you will find 
lagrams f 
—requirements pertaining to them clearly explained 
standard materials and ap- in simple language with 
paratus, and methods of 4 diagrams and _illustra- 
installing them tions to make them 
—general requirements at easier for you to under- 
applying to all wiring stand quickly. 
systems me = All rules for a job 
na C O- ° 
arm age oo oe oer F cae in one place 
camuxtn sat eae nce you have looked 
cific applications up a rule in the Hand- 
—simplified application me : book you may rest as- 
of Code data pertain- ” sured that you will not 





—types of approved wiring 





tions 


ing to motor installa- 1 Ay find later that there was 


ok ieaaele na another rule to be con- 
—, 1 Ss ions a \ ‘ . . 
cchnenatic  diagvame <a if sidered and that the job 
of apparatus and in- : , will have to be done 
stallations ' ' over. With this Hand- 
r book to help you, you 
. cannot miss a_ single 
Key to the Code rule and you cannot fail 
A few minutes’ attention to the A rrr 
Key to the Code Requirements in ‘ s to understand all of the 
front of this book will give the rules. It reduces a maze 
reader a er lea of the scope 
and contents of the code than of scattered rules to a 
eould be obtained by two hours’ logical and understand- 
eennacne samme able system. 








Just Out! Arthur L. Abbott's 
NATIONAL ELECTRICAL CODE HANDBOOK 


595 pages, 5 x 742, semi-flexible, 418 illustrations. $3.00 











; of apparatus have been used freely wherever the text can 
A time and money saver be more clearly explained in this manner. 

a = 7 the ae © f the A gang and 

pful electrical books that has been published in recent 
years. It gives a wealth of information from the practical All the tables of data 
angle of getting jobs done according to legal requirements. which must be referred to frequently by users of the 
It saves delay in starting jobs, it saves time and money code have been placed together in the last chapter of 
in avoiding false starts, errors and violations. At the ook in order to make these data most convenient for 
same time it contains so much clearly presented informa- quick reference 
tion that it will pay to use it for general reference on J 
many questions of materials, plans, wiring and installation. a 





Long, involved rules made plain Order direct from 


parecer a ontins — clarity, Pf earetelly reviewed PUBLIC UTILITIES FORTNIGHTLY 
and its practical application is explained. € more in- 

volved Code paragraphs have been divided into short and 1038 Munsey Blidg., Washington, D. 
simple rules and others are restated in simple language. 
Diagrams, sketches and illustrations of commercial types 
















What features of Dodge Job-Rated 
trucks assure high gas mileage on 
your job? 


Each truck has the right one of six 
truck engines for correct power with 
economy. High compression design 
saves on gas. By-pass thermostat re- 
duces choking, saves fuel. Valve seat 
inserts and 4-ring pistons maintain 
compression. 


What Dodge Job-Rated truck engine 
features assure top oil economy? 


Full-length water jackets guard against 
excessive oil-burning temperatures. 
Crankcase ventilation prevents oil di- 
lution. Two oil control rings, plus two 
compression rings per piston, prevent 
oil waste. Oil bath air cleaner con- 
tributes to longer oil life. 


What Dodge high quality engine de- 
sign features reduce truck upkeep cost? 


Precision-type engine bearings give 
longer life and low replacement cost. 
Superfinish on crankshaft practically 
eliminates wear. Water distributing 
tube maintains even operating tem- 
perature. Exhaust valve seat inserts 
reduce valve grinding. 








Why are Dodge Job-kated Trucks so 


@ economical to operate and maintain ? 





Its all a matter of quality -:: plus 
trucks that fit the job / 


What Dodge high quality chassis fea- 
tures reduce upkeep cost? 


Carburized transmission gears—their 
extremely hard surfaces resist wear. 
Sealed roller bearing universal joints 
greatly minimize friction and wear. 
Complete roller-bearing-equipped rear 
axles materially reduce friction, in- 
crease life. Amola steel springs, and 
deep, sturdily-braced frames promote 
longer life. 


What Dodge Job-Rated cab features 
contribute to driver comfort and owner 
savings? 


Steel reinforced with steel cab con- 
struction. Rigidly mounted doors—to 
eliminate squeaks and rattles. Com- 
pletely rustproofed cabs cut refinishing 
expense. New, wide comfort-type seats, 
long-lasting cushion materials and con- 
struction. 


Why does Job-Rated mean “a truck 
that fits the job”? 


Each Dodge truck is built throughout 
with the right-sized units for handling 
the truck’s load—the right-sized en- 
gine, frame, transmission, clutch, rear 
axle, springs and brakes—for long life 
and economy of operation. 


DEPEND ON DODGE 









» “Sob Rated TRUCKS 
~ Gos Rated means: a reuce Wot iag 


TWAT FITS YOUR JOBS / BECAUSE OF 
CHRYSLER 
CORPORATION 


_— Mr] ENGINEERING 
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A new book for metermen 


TELLING HOW TO 


measure alternating-current 


energy with the induction 


watt-hour meter 








Make the information on 
metering in this practical 
new book bring you real 
profit... 


You know your job. But the 
more you know about it, the 
more you know about the tools 
you work with, the more you 
know about attacking and 
solving properly special prob- 
lems in your line—the more 
valuable you are as a man and 
as an employee. 


THESE TEN PRAC- 
TICAL CHAPTERS 
WILL HELP YOU 


® Early History of the Watt- 
hour Meter Art. 


® Elemental Theory of Torque 
Production. 


@ Essential Elements of the 
Watt-hour Meter. 


© Application of the Essential 
Elements in Modern Meters. 


® Watt-hour Constants; Gear 
and Register Ratios. 


® Vector Analysis of the In- 
duction Watt-hour Meter. 


® Compensation of Errors. 
® Polyphase Metering. 


® Analytical Checking of Meter- 
ing Schemes. 


® Metering Special Circuits. 


This informative book answers for metermen the follow- 
ing questions: 


1. What makes the disk in a meter go around? 

2. How can this revolving disk be made to measure 
energy P 

3. What metering scheme should one use to measure 
the energy in a particular circuit? 

4. How may one be sure that all the energy in such a 
circuit is metered by the particular scheme chosen? 


The presentation is based throughout on the author's 
long experience in teaching metering principles to groups 
and special classes of metermen. 


THE MEASUREMENT OF 
ALTERNATING-CURRENT 
ENERGY 


BY DONALD T. CANFIELD 


Associate Professor of Electrical Engineering, 
Purdue University 


210 pages 5% x 8, 74 illustrations $2.00 


1 book begins with an outline of the development 
of the principles of metering. It then provides an 
answer to the question: What are the ways and means, 
together with their modifications, of producing a torque 
on a rotatable member by electromagnetic means? 


After showing the possibilities of producing rotation in 
a disk by electromagnetic means, it explains why such 
motion must have a purpose. Then follows a discussion 
of the remaining essentials of an energy meter and the 
application of these essentials in modern meters. 


Meter constants and methods of compensation are cov- 
ered in considerable detail. Also a method is developed 
and applied for checking the correctness of a proposed 
metering scheme to ascertain whether or not the pro- 
posed meter will or will not record all the energy pass- 
ing through the metering point. 





Send check, money-order or cash to 


PUBLIC UTILITIES FORTNIGHTLY 


MUNSEY BLDG., WASHINGTON, D. C. 
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«ge to one person or several, with no one 
18, : , 

called from his desk .. . keep your outside 

0 phone free for incoming calls... get through to 
mage the man you want instantly, with no “his line is 
tora busy” to delay you... get complete privacy for 
Sf 
deals whatever you have to say. Systems from 2 to 
Bec 200 stations can be engineered to meet your 
d the es eet . : : 
: individual requirements. Special 5-station sys- 
© COV- h 0. Wri r 
coped Wiseningsin is im- tems can be bought as low as $25 rite fo 
e pro: fpressible details today. 


y pass- 


DICTOGRAPH 


' Dictograph Sales Corporation, Dept. 501 
580 Fifth Ave. New York City 


—— 
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Industry’s 
“BIG BERTHAS” 


Speeded-Up by Interpretive Engineering ! 


To a wide variety of overloaded plants, 
Grinnell Prefabrication offers an important 
short-cut in expansion of power and process- 
ing facilities. Through this expert service, 
super-piping systems ... “big guns” in 
industry’s attack on modern production 
problems . . . often can be installed with 
savings of weeks. 

That’s why leading engineers now prefer 
to “give the plans to Grinnell.” Layouts 
of plant requirements will be speedily 
interpreted into super-piping systems by 


experienced Grinnell specialists . . . thet 
prefabricated by advanced, time-savin 
methods in fully-equipped plants. And 
promptly, on delivery date, accurate sub 
assemblies bearing underwriters’ approva 
are on the job . . . ready to install wit! 
minimum field welding! 

Write for comprehensive manual of 
Grinnell Prefabricated Piping. Grinnell G, 
Inc., Executive Offices, Providence, R. | 
Branch offices in principal cities of the U. 
and Canada. 


reerasnicarion sy GQORINNEL 


WHENEVER PIPING 1S INVOLVES 
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DISTINGUISHED SERVICE 


This medal is symbolic of Industry’s 
recognition of Kinnear Rolling Door de- 
sign! Users everywhere have found that 
Kinnear’s all-steel, interlocking-slat con- 
struction (originated by Kinnear) is 
more rugged, longer lasting. By coiling 


compactly out of the way above the open- 
ing, Kinnear Doors save space, open over 
snow, ice and other obstacles, are more 
convenient in every way, and reduce 
repair costs. Equip your plant for lower 
door costs. Write for details. 


Teh I NN E A BR Menfacturing C 


COb0-80 FIELDS AVENUE 


COLUMBUS, OHIO 


Offices and Agents in Princimal Cities 


FACTORIES: SAN FRANCISCO, CALIF., COLUMBUS, UHIO 
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Look up in this new book: 


factors influencing adequacy of rates 
methods for determining rate base 
how to provide for depreciation 
and expenses 

income to which utility is entitled 
value of service 

trend in prices 

public policy 

necessity for surplus 

test period for determining rates 
regulation 

electric rates 

gas rates 

water rates 

telephone rates 

street railway rates 

service by the particular utilities 


See these 28 chapters: 
Section | Valuation 
The Rate Base 
Ascertainment of the Rate Base 
Auxiliary Expense Items 
Special Tangible Items 
Intangible Items of Value 
Section I! Depreciation 

Nature and Kinds of Depreciation 
Necessity of Providing for Depreciation 
Depreciation Fund or Retirement Re- 


serve 
Accumulation of the Reserve 
Treatment of Accrued Depreciation 
Section II! Expenses 
General Consideration Regarding 
Expenses 
Operating Expenses 
Section IV Return 
Gross Revenue 
Factors Affecting Reasonableness of 
Return 
Reasonableness of Return as a Whole 
Section V Discrimination 
Discrimination in Rates 
Discrimination in Service 


Section Vi Rates 
Regulation of Rates 
Elements Underlying Rate Determina- 


tion 

Electric Rates 

Rates for Other Utilities 
Section Vil Service 

General Rules for Service 

Extensions of Service 

Abandonment of Service 

Ownership of Equipment 

Service by Particular Utilities 


Let this new book help you solve 


ca 


present-day problems of 


DETERMINING FAIR AND 
PROFITABLE UTILITY RATES 





J 





Here is a timely, important book which compre- 
hensively covers the field of public utility rate de. 
termination, service and discrimination, treating the 
subject from the viewpoint of the engineer and man- 
ager rather than from that of the lawyer or economist, 


Elements of 


UTILITY RATE DETERMINATION 
By John M. Bryant 


Professor of Electrical Engineering, Univ. of Minnesota 


and Raymond R. Herrmann 
Rate Engineer, Northern State Power Co. 


464 pages, 6x9, $4.50 


F ILLED with usable, factual information, this book thor. 
oughly discusses the factors, methods and problems in- 
volved in evaluating public utility property and service for the 
purpose of rate-making. In it the authors give the reasons for 
regulation of utility rates, describe the methods used to ac- 
complish such regulation, and outline the practical limitations 
involved. 

In clear, practical terms, it brings you the essentials of valu- 
ation, depreciation, expense, return, etc., as factors in the 
establishment of proper rates for the various utility services. 


Just Out eet, Based on Tested Methods 
seh eae —not Theories 


For illustrative mate- 
rial and definitions the 
authors have used nv- 
merous citations from 
background and key 
cases decided by com- 
missions and _ courts, 
andin no instance is any 
material offered which 
has not been actually 
tried and found work- 
able. 
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m| CHEVROLET 


ae 1941 TRUCK 


isons for 
d to ac- 
nitations 
Because Chevrolets have the most powerful truck engines in 
_ the low-price field and develop their maximum pulling power 
services. at low engine-speeds. You don’t have to ‘“‘race your engine”’ 
to lug your heaviest load. Chevrolet’s Standard engine gives 
— you 90 horsepower and 174 foot-pounds torque, and its 
special ‘‘Load-Master’’ engine for Heavy Duty models 
e mate- (optional at a small added charge) gives 93 horsepower and 
ions the 192 foot-pounds torque. 
ised nu- 
os = Because its 60 models on 9 longer wheelbases embody Chev- 
by com- rolet’s traditional qualities of economy, reliability and long 
courts, life, developed to new heights for 1941, plus such extra-value 
ce is any features as massive new truck styling, new recirculating ball- 
d which bearing steering, larger and more comfortable driver’s 
— compartment. 
work: 


Because the nation’s truck users have learned that Chevrolet 
is the best buy, as an investment that will pay the maximum 
dividends in high-efficiency operation at low cost, and have 
backed their judgment by making Chevrolet the sales leader 
year after year. 





CHEVROLET MOTOR DIVISION, General Motors Sales Corporation, DETROIT, MICHIGAN 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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Disrurzsine, clicking sounds from slapping 
discs and loss of revenue through the inability of con- 
ventional meters to record low flows give water works 
men many severe headaches. The quickest, surest 
remedy for these annoyances is the installation of 
Pittsburgh IMO Meters on all domestic services. 


It's the basic construction—the absence of nutating 
or oscillating parts and the use of smooth-turning rotors, 
precision cut to mesh perfectly, that revolve with a semi- 
floating action as the water flows through the measuring 
chamber in a straight line—that makes it impossible for 
the IMO to ever become noisy. 


When it comes to accurately measuring the low flows, 
the IMO meter is in a class by itself. Factory specifi- 
cations guarantee accuracy of 98% at 1/4 g.p.m.; 90% 
at1/12g.p.m. Here again the unique design principles 
of the Pittsburgh IMO not only make possible the most 
stringent accuracy test ever applied to new meters, but 
also result in the initial accuracy being sustained accu- 
racy, a feature long looked for by the industry. 








Meter and shows the interior construc- 
nsional illustration. Write for a copy. 


Pe omonther i petit TO ten tells the complete story of the 


PITTSBURGH (gi) METERS 


WEAR IN WHERE OTHERS WEAR OUT 


PITTSBURGH EQUITABLE METER COMPANY 


MERCO NORDSTROM VALVE CO 
NEWYORK BUFFALO PHILADELPHIA eA o/s DES MOINES CHICAGO COLUMBIA 
KANSAS CiTy TULSA LosANGELES /¥/ain WU ces PITTSBURGH. PA MEMPHIS OAKLAND HOUSTON 
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Customer Usage Data 
At Lower Cost ein Less Time 
eWith Greater Accuracy 





THE ONE-STEP METHOD 





OF BILL ANALYSIS 


R & S Bill Frequency Analyzer: developed for our Utility Rate Service. 
The kw.-hrs. billed are entered oa the adding machine keyboard. A tape is 


1 a 


prepared of all items and a ption total which serves as a 
control. At the same time—through this single operation—the bill count for 
each kw.-hr. step is made by the electrically controlled accumulating registers. 














@ A continuance of frequent rate changes—the necessity of checking load-building 
activities—the pressing need for current data on customer usage—are but a few of 
the reasons many Companies are using R & S ONE-STEP METHOD to analyze and 
compile information required for scientific rate making. They have not only reduced 
the costs on this work to an average of one-fifth of a cent per item, but have obtained 
monthly or annual bill-frequency tables in a few days instead of weeks and months. 





@ Write for your copy of "The One-Step Method of Bill Analysis," an interesting 
booklet which describes briefly how these savings are accomplished. 


Recording & Statistical Corporation 
Utilities Division 


102 Maiden Lane, New York, N. Y. 
___ Boston Chicago Detroit Montreal Toreate 
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This quick-starting house unit ge 
ation on line in seconds ratherthan minutes 


ese 
< 
a 
B 
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:. SEAL BEACH STATION, Los Angeles, serves as 


standby to hydro power. Its two main units total 
MECHANICAL DRIVE TURBINES 
STEAM ENGINES 81,250 Kva. It is extremely important to get them on 
ENGINE-GENERATORS 
MOTORS 
GENERATORS 
MOTOR-GENERATORS In order to speed up this operation the Elliott quick- 
CONDENSERS 
DEAERATORS starting, noncondensing 2500-kw. turbine - generator, 
FEEDWATER HEATERS 
DEAERATING HEATERS 
STEAM JET EJECTORS P . i 
eamidies anenns to pick up full load on a main unit, instead of the 30 
DESUPERHEATERS to 45 minutes formerly required. 
STRAINERS 


peg rag o Elliott Company is particularly well fitted to build small 


NON-RETURN VALVES aes . ‘ ‘ ts includes 
LAGONDA-LIBERTY TUBE CLEANERS and medium-size turbine units of all kinds. This inc 


the line quickly, when needed. 


illustrated, was installed. It is now a matter of seconds 


the complete range of sizes and conditions for mechan- 


[a ical drive turbines, and complete turbine - generators. 


COMPAN 


Steam Turbine Department, 
JEANNETTE, PA. 
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q American Gas Association will hold industrial gas sales conference, Baltimore, Md., 
Mar. 13, 14, 1941. 














q New England Gas Association will hold meetings, Boston, Mass., 1941. 


=z MARCH =e 


q Oklahoma Utilities Association will hold convention, Tulsa, Okla., Mar. 17, 18, 1941. 











4 Texas Telephone Association will hold session, Fort Worth, Tex., Mar. 19-21, 1941. 





Y American Society for Testing Materials opens Middle Atlantic regional conference, 
Washington, D. C., 1941. 








{ Oklahoma Telephone Association will hold convention, Mar. 24, 25, 1941. 





LF aeat re + Electric Association will hold convention, Kansas City, Mo., Mar. 





q New Engiand Transit Club starts spring meeting, Hartford, Conn., 1941. 
q Pacific Coast Gas Asso. opens sales conference, Los Angeles, Cal., 1941. 3) 





¥ Pacific Coast Gas aaa will hold spring technical conference, Los Angeles, 
Cal., Mar. 27, 28, 194 








q Northwest Electric Light and Power Association, Business Development Section, 
will hold annual meeting, Spokane, Wash., Mar. 27-29, 1941. 





q — Bete Institute will hold annual sales conference, Chicago, Ill., Mar. 31- 
pr. 








Y American Gas Association and Edison ee Institute wil] hold fifth National 
Accounting Conference, Cincinnati, Ohio, Apr. 7, 941. 


> 





ll { American Association of Railroads, Engineering Division, opens spring meeting, 
Chicago, Il., 1941. 














1 Midwest Power Conference will be held, Chicago, Ill., Apr. 9, 10, 1941 


257 








Kjjauuog spmoyy fq jvanyg Y 


WSplig uoJZuryse A 


Sq4p auty fo uorsas yuaumysvdaq Kansvasy ayy fo Ksazsno 





Public 
Utilities 


FORT NIGHTLY 


Vor. XXVII; No. 5 


FEBRUARY 27, IQ4I 


Should American Utilities 
Become “Good Neighbors”? 


As utility holding companies face the problem of liquidating “nonintegral” 
units of their American systems to comply with § 11 of the Holding Company 
Act, and face, in some cases, the further problem of reinvesting funds re- 
sulting from such liquidation, the suggestion has been made that a solution 
might be found through additional investment of United States private capi- 
tal in utility properties in Central and South America. The idea has been 
expressed that two birds (one business and one diplomatic) might thus be 
killed with one stone. Planting more North American capital, equipment, 
and personnel south of our border, it was thought, might help to offset 
obvious dangers from colonization and infiltration from unfriendly Euro- 
pean dictatorships. This writer examines this provocative proposal in the 
light of arguments that nothing short of Federal government subsidy of 
unpromising private business speculation and questionable reversal of do- 
mestic regulatory policy could ever make such a plan feasible. 


By HERBERT COREY 


ouTH America is full of water 

power. High mountains, wet 

weather, and wide dry plains 
offer opportunities possibly unexcelled 
anywhere in the world for the produc- 
tion and distribution of the electric 
current. No one knows how many 
millions of its people go to bed by 
starlight, because no one knows how 
many millions live in the republics of 


Latin America. If it were possible 
to stretch the horrid tentacles of what 
Senator Norris in his more impas- 
sioned moments used to call the 
octopus—nowadays the same idea is 
canonized as a “national grid”—over 
these mountains and jungles and 
plains, the benefit to the Latin Ameri- 
cans would be measureless. It would no 
longer be necessary to hold cockfights 
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during the heat of the day. Jimmy 
Roosevelt’s nickel drops might sup- 
plant the guitar. Numberless house- 
wives might churn their goat’s cream 
into butter electrically if they had the 
goats. Sleep would stop knitting up 
the raveled sleeve of care and the 
South Americans could lie awake and 
worry with all the rest of us. 

At first glance Latin America looks 
like a natural. 

Still, at that first glance, it looks 
like a certified natural for the financial 
heads of utility combinations in the 
United States. Presently the SEC 
will begin to take some of these com- 
binations apart at the second joints. 
They will be forced to get rid of non- 
integrated properties, preferably for 
cash money. If they took bonds or 
stock in payment, the SEC would be 
cawing in their left ears. If they left 
that money in the bank, Mr. Morgen- 
thau would be knocking at the door 
with the morning bonds, fresh and 
fresh each day. If they bought the 
bonds, their stockholders who had 
formerly complained about getting 
only 6 per cent would have trouble 
keeping up with their alimony issues. 

It must be admitted that, so far, 
our American utility holding com- 
panies have not made any great efforts 
to get into the utility field south of 
the border. This may or may not be 
the result of the experience of such 
companies as American & Foreign 
Power and International Telephone 
& Telegraph Corporation, which have 
ventured into that field. Yet it is note- 
worthy that European capital has been 
picking away there for a number of 
years. The reference is not only to 
German activity in South American 
railway and other utility functions 
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but to those French, Belgium, and 
Dutch enterprises which have by this 
time presumably fallen under the 
shadow of the Swastika. 


_o totalitarian technique appears 
not only to encourage such enter- 
prise but to subsidize it. The obvious 
reason would seem to be for the 
double purpose of capturing some of 
the precious foreign exchange and 
also to plant foreign colonists. Utility 
operations, by their very nature, lead 
to the colonization of resident engi- 
neers, managers, and other full-time 
operating assistants, as distinguished 
from the itinerant type of salesman- 
ship required by our more casual rela- 
tionship with our “good neighbors.” 

The editor of a business publication, 
who happens to be a good friend of 
mine, recently touched on this point 
in a provocative letter which contains 
the following paragraphs: 


Now I am wondering whether we are not 
overlooking a good bet in this respect. Here 
we have some holding companies almost 
crying for a place to put their funds 
and at the same time we have a regula- 
tory policy, as evidenced by certain SEC 
decisions, which would seem to discourage 
such foreign investment—at least as an inte- 
gral part of domestic utility operations. For 
example, I think that if an integrated utility 
holding system had established properties in 
Pennsylvania, New Jersey, and New York, 
it could well afford to adopt a foreign 
cousin in the form of an operating property 
in some South or Central American country. 
I visualize a relationship closer than mere 
investment. I visualize an interexchange of 
engineers and other technicians and the co- 
érdination of purchasing contracts and 
other managerial details between the two 
countries. 

It is generally admitted that there is more 
danger of economic infiltration than mili- 
tary invasion by totalitarian countries. It 
might be even to our advantage to look into 
the possibility of subsidizing some of our 
American — undertakings down. that 
way. I concede that it would probably 
strike some left-wingers as ridiculous to 
even think of the horrid utilities acting a 
economic evangelists in the foreign mission 
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field for American democracy. But we must 
recognize that a victorious Nazi Germany 
is likely to improve on our own former 

method of sending the Marines to collect 
the bills of American capitalists. They are 
quite capable of sending machine gunners 
along with their order salesmen to help out 
in the elimination of sales resistance. 
y= following the thought of our 

editorial friend and continuing 
that same first glance, it would seem 
that the heads of North American 
utilities would crowd the Pan-Amer- 
jan clippers in their hurry to bring 
the blessings of light and power to 
Latin America. 

They might take a leaf out of the 
REA book and organize co-ops on the 
Argentine pampas. They might get 
apiece of those Good Neighbor mil- 
lions the United States is distributing 
south of the Rio Grande. That might 
kind of even things up. Rockefeller 
and other doctors are sanitating some 
of the more backward ports and the 
birth rates are creeping. Revolutions 
are less frequent since the dictators 
began to buy machine guns and that 
isa boost for procreation and future 
prosperity. Airfields are to be built, 
and forts located on strategic head- 
lands from which fire can be turned 
on landing forces from the totalitarian 
countries or on the U. S. Marines, as 
the case may be, and current will be 
needed. No doubt it will ultimately 
be furnished here and there. 


BECOME “GOOD NEIGHBORS”? 


“What would the SEC say if an 
American utility were to take some 
of its money to go into business in 
Latin America?” 

The query was addressed to Chair- 
man Jerome Frank of the SEC, who 
may by the time this appears in print 
have been promoted to the Federal 
bench. Before quoting his reply an in- 
justice should be corrected. In a previ- 
ous article the statement was made 
that Mr. Frank wears golf shoes in 
the office, but it appears they are not 
golf shoes, but a sort of plantigrade 
model in which the chairman can 
wiggle his toes. He wiggled his toes. 
He said the question had never been 
put up to him before and that it opened 
interesting possibilities. The action of 
the SEC would, of course, be dictated 
by the statute, which was a very good 
statute, very clear, and in fact one of 
the best statutes. 


Sho inquirer had previously dis- 
covered that among the “shall 
nots” included in § 10(c) 15 USCA 
§ 79j, was a paragraph which appar- 
ently opened the door to the purchase 
of utility assets in Latin America: 

“This paragraph shall not apply 
to the acquisition of securities or 
utility assets of a public utility com- 
pany operating exclusively outside the 
United States.” 


7 


“TAXES are bound to be higher as the rearming process 
Crt up in Latin America. The market is a distinctly re- 
stricted one, too, because of the low average income of the 
Latin Americans. In the great cities light can be used almost 

as it is in the North, but the smaller towns either get along 
without electricity or in a few instances build their own 
plants, and in the country electricity is almost not used at all.” 
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Yet that is affected by § 11 (b)(B), 
15 USCA § 79k, in which it is pro- 
vided that the SEC shall permit a 
registered holding company “to con- 
tinue” to control one or more inte- 
grated public utility systems if it finds 
that “all of such additional systems 
are located in one state, 6r in adjoin- 
ing states, or in a contiguous foreign 
country—.” Only Canada and Mexico 
are “contiguous” foreign countries. 
The question might take this form: 

“The act gives the SEC authority to 
compel a holding company to divest 
itself of nonintegrated operating com- 
panies ; 

“Such a holding company, having 
disposed of such a nonintegrated oper- 
ating company and having thereby 
acquired money which it desires to 
invest, discovers what appears to be 
a favorable opportunity to buy or 
build a public utility in a Latin Amer- 
ican country; 

“Would the SEC assert its authori- 
ty to pass upon the soundness and 
desirability of such an investment of 
the company’s loose funds?” 


HAIRMAN Frank said he thought 
the SEC would do that thing. 
But this question was not in his 
province, he said, and he would call 
in Director Weiner, to whom such 
matters were assigned. Director 
Weiner’s reply was unhesitating: 
“The SEC would not permit such 
an investment,” he said. “If under the 
act it is not permissible for a holding 
company in Weaverville to buy a 
utility company in noncontiguous 
territory at Maryvale, it would cer- 
tainly not be permissible to buy or 
construct a utility company in a Latin 
American state.” 
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The authority conferred on the 
SEC by the act is definite. It is qj. 
rected to protect the interest of in. 
vestors and consumers, and under § 9 
(a), 15 USCA § 79i, it is provided 
that: 

“Unless the acquisition has been ap. 
proved by the commission . . . it shall 
be unlawful . . . to acquire, directly or 
indirectly, . . . any other interest in any 
business.” Unless what seems to be 
in the law isn’t there at all, a utility 
cannot call its soul its own if it has 
a soul. This, of course, is not news to 
the utilities, nor a complaint that they 
have been hardly treated. It is only 
a statement of the fact that utility 
holding companies can only make in- 
vestments by permission of the SEC. 
No matter how tempting the oppor- 
tunity on the Banana coast might seem 
to be, it must pass the scrutiny of the 
SEC’s scrutineers before it could be 
snapped up. By that time some less 
inhibited financiers from somewhere 
else might have taken it over, or it 
might have gone completely sour, or 
the utility in the U. S. might have 
changed its mind. Anyway you look 
at it the speed of the money changers 
seems to have been slowed up. 


HIs is not precisely embarrassing 

at the moment—reasons will be 
given later—but it is odd. There never 
was a time when an American admin- 
istration so hotly wished to be a Good 
Neighbor. American investors who 
watched what they had believed to be 
investments in Mexico taken over by 
the Mexican government have been 
given what seems vaguely to be a rut- 
around by our State Department. No 
doubt is felt that their cause is just, 
but no one seems to have time to listen 
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—— 


Imports Paid in Barter 


66 A COUNTRY which cannot pay 


for her 


imports in money ts driven to pay 


for them in barter. Before the wa 
Germany was getting what seemed to 


r began 
be a se- 


cure footing in Latin America because she 
was able and willing to barter almost any man- 
ufactured goods for almost any trading stock 
Latin America had to offer. The inevitable 
effect was that foreign exchange rates ran 


against such a country.” 





to them. The administration unques- 
tionably wishes to encourage the in- 
vestment of available American funds 
in South American businesses, for a 
variety of reasons. Young Americans 
who go with the funds are being 
shown the example of the young Ger- 
mans who go to South America, 
marry South American wives, and 
presently have South American grand- 
children, and the definite suggestion 
is that the North American way of 
marrying the neighbor’s daughter be- 
fore starting the adventure is not 
practical. 

So far as American utilities and 
their space funds are concerned, the 
SEC has asserted its authority to get 
in between the funds and the South 
American chances. This is an especi- 
ally fateful wound just now, for not 
only may the utilities be expected to 
be burdened with fresh money from 
the sale of the nonintegrated proper- 
tes, but they are being confronted 
with a fresh complication by way of 
the Supreme Court. The decision of 
that body in the New River Case has 
generally been taken to be an assertion 
of the authority of the Federal gov- 


263 


ernment to control even the smallest 
watercourse. Some one has said that 
a creek big enough to float a canoe 
might be rated as navigable water 
under this decision. 


HE importance to the utilities 1s 

not so much that the Federal 
government will in the future have the 
veto power over all hydroelectric 
projects. In point of fact the old style 
coal-burners seem now to be regarded 
as more practical sources of power 
than water power, except in a few in- 
stances. But the decision seems to 
point the way toward an extension of 
public ownership of utility plants. It 
has at least been so taken by various 
commentators. It is of no avail to 
argue that the public taste for public 
ownership seems to be changing, and 
that municipally owned plants have 
been tabbed in many places as senseless 
extravagances. The fact remains that 
if this or any succeeding administra- 
tion wants to set up hydroelectric 
plants, the setting up is feasible where 
there is a trickle of water. It would 
therefore seem that if some good 
chances for investment outside the 
FEB, 27, 1941 
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country could be offered the utilities on 
the Good Neighbor plan, some of them 
would be happy to take them. 

But the SEC would not allow the 
utilities to take such chances without 
looking them over. And if all the other 
sources of information are to be 
trusted the excellent commission would 
turn pale down to the heels of Jerome 
Frank’s shoes, if these chances were 
examined. Most of the twenty Good 
Neighbors south of the Rio Grande 
look like bad risks to these other 
sources, all of whom are in the govern- 
ment. The Export-Import Bank had no 
information to offer, for its business 
is the lending of money to Latin 
American and other governments with 
the direct understanding that the 
money is to be spent in the United 
States for goods manufactured here, 
except in such loans as those to the 
Argentine and China to stiffen up their 
currencies. The RFC could see the re- 
mote possibility that it might be 
hooked into some South American 
venture in order to protect the unlucky 
Yankee who had been hooked first, but 
it indicated that its fingers were so 
firmly crossed against anything of 
the sort that they were practically 
locked. The State Department deli- 
cately patted the tips of its fingers 
against its lips. 


another department of the govern- 
ment an expert was found who be- 
gan his revelations this way: 

“Don’t quote me.” 

He will not only not be quoted but no 
one shall ever be able to do more than 
guess at the department involved and 
so trace back to the speaker. He said 
that conditions in Latin America were 
pretty terrible, from the point of view 
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of any possible investor, and he would 
recommend such person to go into hid. 
ing before the Latin Americans got his 
money. The good spots have all been 
taken, he said—more about this later 
—and the other spots were money- 
traps. He said the theory of all being 
good little neighbors was a lovely one, 
but that the fact is that the good neigh. 
bors down south have developed some 
unpleasant ideas about taxation and 
government control. Taxes are bound 
to be higher as the rearming process 
speeds up in Latin America. The mar- 
ket is a distinctly restricted one, too, be. 
cause of the low average income of the 
Latin Americans. In the great cities 
light can be used almost as it is in the 
North, but the smaller towns either get 
along without electricity or in a few in- 
stances build their own plants, and in 
the country electricity is almost not 
used at all. There are places, he said, 
where electric current could be sold, 
but there the exchange differential 
works against North America. 


N” the least of the reasons why 
investment in South America is 
something to be shied at is that so 
many of the Latin American countries 
are ruled by dictators. Recent history 
has shown that a dictator is not to be 
overthrown by a popular uprising 
nowadays. That was the fashion in the 
days when Simon Bolivar won his 
reputation as a patriot and statesman, 
but conditions have changed. In these 
latter days the peoples lack arms and 
ammunition and when the bell tolls for 
a dictator the rope is always pulled by 
an inside group which sees a chance 
to seize power. This operation is now 
known as “a palace revolution”; the 
ins become the outs overnight, and the 
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lucky ones get away to a place of 
refuge with what they are able to pick 
up as they leap through the windows. 
The new ins always need money, and 
the easiest way to get money is to speak 
to the first business men who are 
caught. Utility men cannot get away 
and utility properties are easily seized. 
Organized labor in Latin America 
likes to seize properties owned by out- 
landers, too. The history of the Mexi- 
can oil business and the Mexican rail- 
roads offers a pointed illustration. The 
expert quoted is a real expert. He was 
rated as the best available by his depart- 
ment of the government : 

“T would not put a thin dime in a 
business in South America,” he said, 
“except, perhaps, in the Argentine. 
Government there is reasonably stable, 
but I would not say that they like us 
North Americans. The Brazilian gov- 
erment ranks second in stability and 
that of Chile third. But if I had money 
to invest right now I would not go so 
far away from home.” 


[' he had utility money to invest he 
would not be permitted by the SEC 
to go that far away. The SEC was 
not questioned on this point, but the 
fact is that the public debt-paying 
record of Latin America is not reas- 
suring. The most recent estimate 
available shows that United States in- 
vestors have put something more than 
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$4,000,000,000 in South America, 
which is 37 per cent of our total in- 
vestment abroad, and which amounts 
to $31 per head for all Americans, 
from the romper age up to second 
childhood ; and an average of $80 out 
of the hundred dollars are in default. It 
is not altogether Latin America’s fault, 
although now and then things happen 
which make the Good Neighbor pull 
at his lower lip. Not long ago, for in- 
stance, the United States refused to 
lend Spain $100,000,000 with which 
to buy sorely needed food from us, be- 
cause Spain seemed to be playing 
around with the Hitler boys. Then 
said Argentina: 

“Loan me $100,000,000, please?” 

The United States agreed to do so. 
Whereupon the Argentine republic 
made a deal to lend Spain the same 
sum of $100,000,000, on condition 
that Spain buy $100,000,000 worth of 
the food she needed from the Argen- 
tine. The wise Americano del Notre 
will get a hearty laugh out of this 
transaction, for if he takes everything 
seriously that happens nowadays he 
will get himself a blood pressure. In 
any case the 3-cornered deal may 
be blocked before the money passes 
hands. If the embattled farmer ever 
finds out that on the surface of things 
he has lost another sale he will make 
another fuss, which will get him an- 
other subsidy— 
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States investors have put something more than $4,000,000,- 


q “THE most recent estimate available shows that United 


000 in South America, which is 37 per cent of our total in- 
vestment abroad, and which amounts to $31 per head for all 
Americans, from the romper age up to second childhood, and 
an average of $80 out of the hundred dollars are in default.” 
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Which is getting away from the 
subject. 


ATIN America was not wholly at 
fault in her transactions with us. 
In the lush days of the post-the-first- 
big-war prosperity our bankers used 
to go out with nets to catch Latin 
American borrowers. Everyone had 
money then, from elevator boys up, 
and no one ever suspected that any 
borrower might fail to pay when the 
note was due. Following our national 
habit of going haywire on everything 
from town lots in Florida to the com- 
monwealth of Britain, we told our- 
selves that by lending money to Latin 
America we would enable the Latin 
Americans to buy more goods from 
us. With a few variations in the theme 
the administration is telling us the 
same thing today. 

With our money the Latin Ameri- 
cans did buy goods from us. They 
wanted our goods. Our goods are bet- 
ter, in point of looks, lasting quality, 
and efficiency, than the goods of Euro- 
pean nations. But we forgot and they 
forgot that internationally loans can 
only be paid back in goods. The United 
States did not want the goods the Latin 
American states had to sell, with the 
exception of coffee and mahogany and 
rum and a few other little tricks, be- 
cause the wheat and beef and other 
crops are also produced here. But Eu- 
rope did want these things, and paid 
for them in goods, and so drove Amer- 
ican goods out of the Latin American 
market and so got and held a large part 
of the market we thought we had ear- 
marked by lending money. If every 
dollar paid for Latin American goods 
sold here in 1938 had been applied to 
the liquidation of Latin America’s 
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past due debt, only one-eighth woul 
have been wiped off. 


HE present war interfered some. 

what with Latin America’s trade 
with Europe, and in 1939 we sold 5) 
per cent more than in 1938, and oy 
imports registered a 31 per cent gain 
This is merely a repetition of the firs 
post-war incident, for, whether we 
like it or not, Europe is Latin Ameri. 
ca’s natural market and the United 
States is not. The administrations 
official attitude is that the United 
States will be trustful and helpful to. 
ward our southern neighbors, and that § 
the processes of trusting and helping 
will be aided by the newly planned In- 
ter-American Bank, in which all wil 
share. The hard-headed Jesse H. 
Jones, titular Secretary of Commerce 
and operator of the administration's 
huge lending machine, has deat- 
panned the plan, however. Perhaps 
not in these words, but in effect, he 
has said: 

“Before we help the Latin American 
republics, let’s give them a chance to 
help themselves.” 

This statement had to do only with 
the planned Inter-American Bank, 
however. Other loans have been made 
to Chile and the Argentine and Urv- 
guay and others are being arranged for 
other Latin American countries, in 
order to straighten out the exchange 
situation. A country which cannot pay 
for her imports in money is driven to 
pay for them in barter. Before the 
war began Germany was getting what 
seemed to be a secure footing in Latin 
America because she was able and will- 
ing to barter almost any manufactured 
goods for almost any trading stock 
Latin America had to offer. The in- 
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Investment in South America 


ae ae the least of the reasons why investment in South Amer- 

ica is something to be shied at is that so many of the Latin 

American countries are ruled by dictators. Recent history has shown 

that a dictator is not to be overthrown by a popular uprising now- 

adays. That was the fashion in the days when Simon Bolivar won 

his reputation as a patriot and statesman, but conditions have 
changed.” 





evitable effect was that foreign ex- 
change rates ran against such a coun- 
try. 


Psp has a large sterling 
credit in London as a result of 
her bartering trades, but that does not 
help at all in her dealings with this 
country. The Argentine could hardly 
transfer her sterling credit to us in 
payment of any debt she might owe, 
for such a transaction would mean in 
effect that we accepted an addition to 
Britain’s debt to us. Conditions being 
what they are, we might not boggle at 
another IOU from Great Britain, but 
when that IOU is accepted by us in 
payment of goods sold to Britain by 
the Argentines, and which we might 
conceivably have wished to sell on our 
own account, the transaction gets a bit 
murky. 

From any point of view, the ex- 
change situation in Latin America 
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would hamper North American trade 
with the twenty republics. The British 
hold quantities of South American se- 
curities, and would no doubt like to 
pass them on to us as security for 
moneys borrowed. To be candid about 
it, we do not want any more dead 
horses. The common stock of the Ar- 
gentine railroads is now worth very 
little, and the senior securities are go- 
ing off. American & Foreign Power 
has investments in all the leading Latin 
American countries, which were made 
when conditions were far more stable 
than they are at present or promise to 
be in the immediate future. So has 
International Telephone & Tele- 
graph and the Brazilian Traction, 
Light & Power Company, which is a 
Canadian holding company. Earnings 
made by the various operating com- 
panies when translated into North 
American dollars suffer a shrinkage 
which does not encourage the further 
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investment by North Americans. 
Meanwhile the original investment is 
growing because of forced expansion 
to meet increasing demands. Earnings 
are being largely absorbed in this way. 
Meanwhile the specter of a total 
totalitarianism threatens the world. 


I PAss over the earlier suggestion of 
our editorial friend that the Fed- 
eral government might actually subsi- 
dize North American utility establish- 
ments in South America. Granted 
that if Congress wanted to pump 
enough dollars south of the Rio 
Grande, our utility men could put on a 
good show for the money. But some- 
how I cannot quite see this administra- 
tion doing such a thing. 

Of course, the cry of “dollar diplo- 
macy” would be raised. The good 
neighbors somehow seem to be just as 
suspicious of Yankee imperialism as 
they are of any other kind. A different 
kind of Federal administration might 
see enough of a national defense angle 
in the old share-the-swag system which 
built up such a large section of the 
British Empire, to try such a game. 
A different administration might 
knight the American holding com- 
panies and send them forth to do their 
best or worst, just like the old Dutch 
East India Company. But somehow I 
cannot think of this administration 
taking such a course. I don’t think 
you can either. Not with Senator Nor- 
ris, Representative Rankin, et al. sit- 
ting in Congress. 

One of the careful students of in- 
ternational business and politics is a 
retired admiral of the American 
Navy. In a letter recently received he 


accepted the accuracy of this restate. 
ment of a statement he made to 2 
limited group: 

“In this deteriorating world it does 
not seem wise to have any investments 
outside of an area you can protect by 
armed force.” 


a to its essence that seems to 
mean that no matter whether Hit. 
ler wins or loses the war, the only area 
in which United States capital could 
safely be invested is Canada. Whether 
we like it or not, Great Britain will be 
a competitor with us for world trade 
if Hitler is defeated. Britain would 
then have what would amount to con- 
trol in the Far East and would have 
no hesitancy in making use of her mili- 
tary power, and would be a contestant 
for the South American business. If 
the Nazis were to win, the situation 
would be practically the same. No 
military man thinks for an instant that 
we can control South America by force 
—or would attempt to do so—al- 
though we might find ourselves forced 
into war to defend some or all of the 
twenty republics if a European coali- 
tion threatened them. Yet the ines- 
capable facts of the trade situation 
point to barter business between Brit- 
ain and Latin America, or Germany 
and Latin America, and we would be 
restricted to a little retailing, fancy 
goods, and rum, coffee, and mahog- 
any. 

The anonymous expert of the un- 
named department of the govern- 
ment made the point clear: 

“There is no safe business in South 
America now. There may be in the fu- 
ture. But let’s go slow.” 
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Air Transportation Facing New 
Change in Regulation Policy 


Senator McCarran’s proposal to restore the Civil Aero- 
nautics Authority to its former independent status 


By T. N. SANDIFER 


OTHING more profoundly mir- 
rors Washington’s present- 


day characteristic of continual 
change than the pending measure of 


Senator Pat McCarran of Nevada, di- 
recting the restoration of the Civil 
Aeronautics Authority to its inde- 
pendent status quo prior to the ad- 
ministration “reorganization” of 
June, 1940, that had many qualities of 
a “blitz” about it. 

This bill, introduced early in Janu- 
ary of the present session, is now en- 
grossed in the Capitol’s legislative toils 
where it is accumulating the makings 
of another bitter administration-ver- 
sus-Congress affair. There is, never- 
theless, considerable determination be- 
hind the effort to secure congressional 
approval at this session. 

Its broad significance, however, is in 
the fact that for the first time in the 
history of regulatory legislation, here 
is a move toward a major revision, or 
turning back, in a vital regulatory Fed- 
eral agency. 


The proposal to restore the Civil 
Aeronautics Authority to its full title 
and powers not only would thus re- 
turn to an earlier regulatory machin- 
ery than exists at present for this par- 
ticular transportation medium, but 
would make this transition at a time 
when older systems of both rail and 
water are making strong bids to enter 
the field. 

To demonstrate the condition of 
change, or impermanence, about all 
that Washington does today, a brief 
glance, only, is necessary. The pend- 
ing proposal for reversal of the present 
air transport regulatory set-up, em- 
bodied in a “board” in place of an “au- 
thority,” will be considered for final 
action by the same congressional mem- 
bership, virtually, that only last year 
approved the drastic alteration by the 
President of the then independent 
and supposedly established Civil Aero- 
nautics Authority. 

In turn, little more than a year 
earlier, a previous Congress had 
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adopted the ambitious program revolv- 
ing around the independent CAA, es- 
tablished under such program, in sub- 
stantially the form to which the pres- 
ent Congress is asked to return it. 

As a trend it may be only nebulous, 
while inviting further conjecture as to 
how far it may develop in the current 
kaleidoscopic atmosphere of Wash- 
ington. As an illustration of this con- 
dition, however, nothing could be bet- 
ter. 


HE CAA in its original form was 

established by the act of June 23, 
1938, largely the work of Senator 
McCarran; but as he pointed out in 
sponsoring his new proposal to re- 
store the agency to its old status, the 
original law grew out of a continuous 
and diligent study by some of the best 
aviation minds in the world, engrossed 
with the problem over a 5-year period 
dating from 1933. In that period, 
from 1933 on, Senator McCarran de- 
veloped and introduced some ten 
measures, all attempting to do some- 
thing constructive for a floundering 
aviation industry. 

The spectacular and dramatic na- 
ture of air transportation today, and 
its phenomenal expansion in recent 
years, have obscured pretty thoroughly 
the state of aviation in its earlier day. 
That darker picture is one unknown to 
many of a new generation of enthusi- 
asts, or to the wider field of reader in- 
terest that has followed the transport 
plane in its more glamorous era. But 
there was an earlier stage in the in- 
dustry that bears on the pending Mc- 
Carran bill. 

There was a time when air com- 
merce was engaged in knockdown, 
drag-out competition, when planes, 
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engines, equipment, and_ personnel 
were driven by circumstances to their 
limits, just to keep in business. Inci- 
dent in part to such conditions sur. 
rounding air transportation, as well as 
to other factors, aviation struggled un- 
der an appalling record of accidents. 


Lt geo the years from say, June, 

1927, to June, 1938, or roughly 
from Lindbergh to CAA, there was a 
total of 130 fatal air accidents on the 
air transportation routes, involving 
473 deaths of passengers and crew. 
This dramatization of the danger of 
flying operated against public accept- 
ance of air transportation, and in- 
fluenced adversely the adequate entry 
of private capital for expansion. 

The sudden and spectacular action 
of the administration in 1933, cancel- 
ing the air mail contracts of the Post 
Office Department, was thus only one 
of the more staggering blows from 
which the aviation industry was leit 
reeling for years. 

The most potent single factor in the 
transformation of that picture, many 
aviation leaders believe, was the al- 
most incredible safety record that be- 
gan almost immediately after the 
CAA, with its effective Air Safety 
Board as a prime integer, took over. 
During a 17-month period from Au- 
gust 22, 1938, to May 14, 1940, the 
scheduled air lines of the country car- 
ried passengers for more than 815, 
000,000 air-passenger miles without a 
single loss of life. 

This record was on the front pages 
of every paper, and aviation trans- 
portation was zooming ahead to even 
greater things, when suddenly, the 
President sprang Executive Order 
No. 4 on June 30, 1940. This order 


270 





AIR TRANSPORTATION FACING CHANGE IN REGULATION 





Competitive Conditions in Aviation 


C6 HE situation of the private aviation industry, or... 


the 


transportation branch of it, is . . . changing rapidly. Com- 

petitive conditions are becoming sharper, particularly on the foreign 

services under the American colors, with at least two major interests 

fighting for their places on the ocean runs, and more recently on the 

intercontinental routes, as between North and South American 
points.” 





did not, of course, halt airlines in their 
tracks. The reorganization, however, 
had a paralyzing effect on the entire 
CAA, apparent to all who had business 
with it—disappearance of officials 
from their desks, shifting of bureaus 
and records, interruption of continu- 
ous policy making, and other natural 
sequences of any such fundamental 
shake-up as the CAA experienced at 
the time. 


— those who disappeared were 
the principal activators of the 
Air Safety Board and its method of 
operating. This board became a “bu- 
reau,” in fact. It can scarcely be main- 
tained successfully that four terrific 
air crashes, including the worst one in 
the history of air transportation in 
this country, followed in quick suc- 
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cession as a direct consequence. These 
air accidents did follow, however, and 
conceding the events as a tragic coinci- 
dence, they bore out those who had ut- 
tered warnings at thetimeofthechange. 

These four airline accidents also 
revived the aggressiveness of congres- 
sional enemies of the reorganization 
of CAA, who had merely bided their 
time while events took their course. 

The state of emergency incident to 
war activities has possibly dampened 
any normal public reaction to these 
wrecks, so that it is scarcely possible 
to gauge whether any permanent detri- 
ment to air transport would have re- 
sulted. 

In referring to his pending bill for 
the restoration of the CAA as a fully 
independent regulatory body, how- 
ever, Senator McCarran said: 
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“In my judgment the most impor- 
tant provision of the law that was 
finally enacted (in the original CAA 
Act of 1938) was the provision for 
an Air Safety Board, completely in- 
dependent of the Civil Aeronautics 
Authority, or any other agency, whose 
primary function was the investiga- 
tion of airplane crashes and recom- 
mendations for future safety in the 
air. 

“Let me point out and emphasize 
that it was this same Air Safety 
Board, the Watch Dog of the Air, 
which was abolished by Executive 
Order No. 4 when the Civil Aeronau- 
tics Authority was transferred and 
made subservient to the Department 
of Commerce, and the Safety Board 
that had accomplished so much was 
put out of business.” 


. i ‘HE Senator, pointing to the rec- 


ord of crashes that followed this 
change, characterized the removal of 
this board as “utter folly.” 

It naturally follows, in the new bill, 
that Senator McCarran has not only 
reéstablished the CAA as an inde- 
pendent agency, but recreated the Air 
Safety Board, with all the powers it 
possessed in its heyday while con- 
tributing toward a world safety record. 

The bill goes further, however. It 
puts the functions of this board within 
the technical and austere National Ad- 
visory Committee for Aeronautics. 
This body is seldom heard from by the 
general public, but operates a series 
of experimental laboratories and giant 
wind-tunnels, on both Atlantic and 
Pacific coasts, studying both night and 
day the abstruse theories of aero- 
dynamics. 

It is composed of outstanding scien- 
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tists and aviation authorities such as 
its chairman, Dr. Vannevar Bush, Dr, 
George J. Mead, also associated with 
the National Defense Commission at 
times, Dr. Charles G. Abbott, and the 
respective heads of the Army and Navy 
air services, with its extensive labora- 
tories under direction of Dr. George 
Lewis, internationally known for his 
work in aerodynamics. 


. bw is quite a change again, from 
the day when the leading spirit 
of the Air Safety Board was a hard- 
fisted, steely-eyed, ex-airlines chief pi- 
lot, Tom Hardin, of Texas. He was 
not very technical in his verdicts on 
accidents, but they stopped during his 
time. Nevertheless, as Senator McCar- 
ran explained: 

“T believe that the transposition of 
the investigative powers formerly ex- 
ercised by the Air Safety Board before 
its abolition, to the National Advisory 
Committee for Aeronautics, will give 
to the United States and the American 
aviation industry the very best in- 
vestigative knowledge obtainable in 
the entire world, and moreover it will 
assure to the American people an ab- 
solutely independent and impartial in- 
quiry into air safety. 

“The National Advisory Committee 
for Aeronautics has been for years, 
and is now operating the most com- 
plete and the finest laboratories for 
aeronautical research and development 
in the world.” 

These laboratories, it should be re- 
called, also were frequently utilized in 
the days of the Air Safety Board, to 
determine technical findings, as were 
also the extensive facilities and equip- 
ment of the FBI and other Federal 
departments. 
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iss situation of the private avia- 
tion industry, or at least in this 
case the transportation branch of it, 
is meantime changing rapidly. Com- 
petitive conditions are becoming 
sharper, particularly on the foreign 
services under the American colors, 
with at least two major interests fight- 
ing for their places on the ocean runs, 
and more recently on the interconti- 
nental routes, as between North and 
South American points. 

Private air transportation is ex- 
panding at an unprecedented rate, 
while, at the same time, totally new 
demands, arising from the war emer- 
gency, are being superimposed. The out- 
come of these new demands at this 
writing is still speculative, but this up- 
heaval comes at a time when air traffic 
regulation is still in the stage resulting 
from the reorganization of last year. 

There have been charges from op- 
ponents of the present set-up that fa- 
cilities and personnel engaged in vital 
regulation of air transport are handi- 
capped under the present organiza- 
tion at Washington. There have been 
charges that the rapid sequence of air 
crashes simply reflects a return to the 
pre-CAA period. It is a matter of 
record that one of the first tasks of the 
original Air Safety Board of the old 
CAA was to weed out incompetent or 
improperly qualified personnel on air- 
lines as well as at ground installations. 


e 


i: e new budget which reached 
Congress early in the current ses- 
sion certainly provided for drastic 
reductions in regulatory personnel un- 
der the existing board, thus furnish- 
ing additional ammunition to those 
favoring a return to the former estab- 
lishment. 

The reaction to this entire proposal, 
coming so soon after the effective date 
of the President’s reorganization 
move, has been of a mixed character, 
as might be expected. The projected 
transfer of air safety regulation to 
what has hitherto been a detached tech- 
nical body engaged in deep studies, 
caught the members of that organi- 
zation by surprise. Without taking a 
public position, it is indicated that 
members of the NACA view the plan 
without great enthusiasm. 

The administration likewise has 
been reticent about its counterplans, 
although some offer of a compromise 
from the White House was indicated 
as a possibility in certain quarters, as 
the McCarran proposal appeared to 
gain support. Such a compromise, if in 
fact the administration should go that 
far, would doubtless involve personnel 
changes, rather than structural shifts, 
and opponents of the current set-up 
are not expected to be satisfied with 
any such effort. 

What they are after in the pending 
legislation is nothing short of a com- 


knockdown, drag-out competition, when planes, engines, 


q “THERE was a time when air commerce was engaged in 


equipment, and personnel were driven by circumstances to 
thetr limits, just to keep in business. Incident in part to such 
conditions surrounding air transportation, as well as to other 
factors, aviation struggled under an appalling record of 
accidents.” 
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plete return to an independent air 
regulatory body, with a return to that 
body of all unexpended funds, all 
pertinent records, and all former bu- 
reaus and powers, which were absorbed 
when the CAA, in effect, became a sub- 
sidiary agency of the Department of 
Commerce, under the presidential re- 
organization. 


Hus, the new law would become 

the “Civil Aeronautics Act of 
1941” and the present Civil Aero- 
nautics Board restored to its previous 
title of “Civil Aeronautics Authority” 
from which it was demoted by the re- 
organization. 

A chairman and vice chairman 
would be selected from among the 
authority’s membership, by that mem- 
bership, and that chairman would ex- 
ercise, so far as the new authority is 
concerned, the functions now per- 
formed in relation to the existing 
board, by the Secretary of Commerce. 

These functions would include the 
routine administrative duties of 
budgeting, procurement, accounting, 
personnel, and other such services 
which the presidential order assigned 
to the Department of Commerce with 
the explanation that such “housekeep- 
ing” could be performed just as well 
by that department. 

The law would make the air safety 
authority of the NACA completely in- 
dependent, even of the CAA, as it was 
under the original organization, and 
would broaden the functions of this 
safety control. Apart from this out- 
standing departure from the original 
set-up, the new law creates a post of 
executive director, at a salary of 
$10,000, who would be appointed by 
the chairman of the CAA, to whom the 


chairman would be empowered to dele- 
gate certain duties on occasion. The air 
safety section of the act likewise pro- 
vides that members of the investigat- 
ing committee studying any major air- 
lines accident shall include at least one 
active airline pilot with not less than 
3,000 hours of flight service in sched- 
uled air transportation. 


PF gpimagcer speaking, and specifi- 
cally under a section added to the 
draft of the pending bill, the terms 


.and definitions under the old 1938 


Act are to have the same meaning 
and force in the new law. 

The proposed measure is in the 
hands of an aviation subcommittee of 
the Senate Commerce Committee, of 
which Senator Bennett Clark, Demo- 
crat, of Missouri, is chairman at this 
writing. 

Commenting on his move, Senator 
McCarran declared: 

“T will do everything in my power 
to secure its immediate enactment in 
the first session of the 77th Congress. 
... 1am confident that the enactment 
of my bill will place America on the 
road leading to mastery in aviation, 
when we can once again say ‘Colum- 
bia Safely Rules the Air.’ ” 

Senator McCarran is known as a 
friend to the aviation industry, as in- 
dicated by his long record of active in- 
terest in its affairs. Presumably his 
bill reflects a considerable body of 
opinion in the industry and its affili- 
ated supporters and friends, and is so 
interpreted in some quarters that have 
studied the measure. 

Organizations in the industry, on 
the other side, which tend to take the 
administration view of such affairs, 
have remained noncommittal. Never- 
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theless, the increasing demands of an mittee on Civil Aviation and Aero- 
industry, undergoing rapid growth and nautics, which will consist of thirteen 
change, have impelled Senator McCar- members, and which will be charged 
ran not only to foster this new bill, or in future with the study and 
reorganization of a reorganized development of air legislation and 
agency, but to ask for a Senate Com- _ policies. 
































Paying for the Light of Knowledge 


6 Be Princeton University campus has been rocked by a long-planned and 
neatly executed practical joke, the details of which became known re- 
cently. In the greatest display of gullibility in New Jersey since the Martian 
invasion, a large number of the student body was victimized. Seniors as well 
as freshmen were taken in and “Have you paid your electric bill?” is still a 
favorite greeting among the students. The reply often is “Watt bill?” 

The hoax is attributed to eight more or less unidentified young men, 
who conceived it last October and awaited an opportune time to spring it. 
Each of the pranksters chipped in a dollar and had bill forms printed in the 
name of the “University Power Plant.” There is a university power plant, 
but it does not bill students for electricity consumed in their rooms. The bills 
were drawn in amounts ranging from 15 cents to $65 and demanded satis- 
faction immediately for “unpaid kilowatt hours.” 

It was explained that the minimum demand was addressed to “a friend 
with a weak heart” and the maximum for “a common enemy” of the hoaxers. 
The “bills” were distributed late at night in the dormitories. One was left 
at each door, the distributors successfully avoiding proctors and night watch- 
men. Came the dawn and confusion among the residents. Some were indig- 
nant, it was illegal; others were resigned. The latter remembered that a 
long unenforced dormitory rule provided that payment must be made for 
“extra” electricity used by additional lamps, radios, toasters, and other elec- 
trical appliances. They were more than ripe for the hoax. 


Before long the treasurer’s office in Stanhope Hall was besieged by 
young men determined to pay debts they had incurred without knowing it. 
A freshman was the first to “pay up.” When the clerk looked at the bogus 
bill for $1.10 he knew immediately that something was wrong. The fresh- 
man was called back and his money returned. For the next Tans hours the 
clerk had his hands full with a stream of students with queries, complaints, 
and cash. Before the campus awoke to the fact that pranksters had been at 
work, it was estimated that $700 had been offered to pay the nonexisting 
accounts. 

University proctors indicated that no action would be taken against the 
authors of the canard, even if their identity were officially established. The 
Mg were advised to put down the incident as extraordinarily extracurric- 
ular. 
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We Suggested a Prophylactic 
Public Relations Policy 


Medicine, law, engineering, and social economics have been 

making sensationally successful experiments with preventative 

as distinguished from the curative types of professional tech- 

nique. Why, this author asked and still asks, has it not been 

applied to the important managerial problem of industrial 
relations? 


By ARNOLD HAINES 


HIs is the story of an idea that 
died aborning. A light that failed 


or a ship that passed in the night. 
Choose your own metaphor. The point 
is that it is an idea that was never tried. 
Conceived in love and affection by a 
couple of ambitious utility staff work- 
ers, it wilted under the cold scrutiny of 
a vice president in charge of opera- 
tions, and came to an ignominious end 
in a wastebasket in the “front office.” 
Add a rather unimportant postscript 
to the effect that two young men found 
their way into other fields, nursing the 
conviction that the management had 
passed up a bonanza. To get back to 
cases, I was one of those young men, 
and it happened over a decade ago. 
Since then I have gone into journalism 
and like it—so there are no hard feel- 
ings. Only, with mellowing age, I have 
begun to wonder whether there was 
ever anything to our great inspiration. 
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Maybe the “Vice President in Charge” 
was right. I wouldn’t be too dogmatic 
about it. But here’s the story and you 
be the judge: 

In those days of “customer owner- 
ship,” security campaigns, prosperity, 
and prohibition, the term “public re- 
lations” was just beginning to enjoy 
its most lush rococo. Desk clerks who 
had been handling customer complaints 
for years on the now - what - in - the- 
world-do-you-want basis found them- 
selves reading learned volumes on the 
“science of public relations.” 

I remember one old fellow who 
handled publicity for the local street 
car company. His nearest previous ap- 
proach to public contact had been put- 
ting Red Cross or “Be Careful of the 
Kiddies” signs on the front of the 
street cars. This worthy old soul be- 
came so impressed with the new order 
that I do believe he has never worn 
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anything but pin stripe pants and a 
white carnation in his buttonhole ever 
since. 

I remember when the New Order 
hit the company I was working for. I 
had started in some years before with 
the sales department—selling vacuum 
cleaners, to be frank—after failing to 
get across the pons asinorum in the 
local high-school geometry class. 

After some measure of success with 
vacuum cleaners, I worked up to sell- 
ing securities (not an uncommon jump 
in those days of frenzied finance). And 
when the company suddenly became 
public relations conscious, the organ- 
ization was searched for personable 
young men to handle occasional tough 
customers who came stalking into the 
building with fire in their eyes. 


Se very room in which I was to 
work was changed mightily by the 
surge of the New Order. The old hard- 
wood benches on which customers with 
complaints used to sit by the hour were 
upholstered. The room itself was 
sprayed with gallons of chartreuse 
rough-surfaced paint like we see in 
night clubs. Subdued lighting, burled 
oak desks, and a few Maxfield Parish 
pictures completed the glamorous at- 
mosphere. This was supposed to melt 
the hardest heart on the company’s 
lines. 

The very sign “Complaints” that 
hung over the door was removed. A 
softly illuminated one reading “Ad- 
justments” was substituted. The work- 
ing corps of a half-dozen young men 
was given a month of intensive train- 
ing under an expert sent from New 
York. A good-looking young lady re- 
ceptionist completed the ensemble. 

Now I have nothing at all to say 


against this uplift movement in the 
company’s complaint or adjustment 
department. As far as it went, it was 
all to the good. I dare say this atmos- 
phere, oozing with geniality, did suc- 
ceed in converting a number of in- 
dignant customers. We were able to 
get across the company’s point of view 
in most instances. 

But I felt, after putting in a year 
during which I was given charge of the 
proceedings, that the sum total of ef- 
fectiveness of this department in mak- 
ing the community as a whole any more 
friendly to the company was infinitesi- 
mal. For example, we had some public 
ownership agitation around that time 
and only freakish luck in political align- 
ment, plus some fast footwork by the 
company’s lawyers, saved the matter 
from going to the ballot. Had the agita- 
tion gone to the polls at that time, our 
private surveys showed that the com- 
pany would have taken a bad licking. 
Since then this agitation has probably 
receded, although I don’t know how 
the company stands right now—having 
been out of touch with the matter so 
long. 


B” I could never decide just what 
was wrong until one of my 
younger colleagues, a bright fellow, 
whom we shall call Ted, came through 
with the inspiration basis for our 
“great idea.” Ted was the son of one 
of the company’s big shot officials in 
the New York holding company office. 
He was a smart and exceptionally able 
fellow whose dad, upon the son’s grad- 
uation from engineering college, had 
arranged his connection as a cadet 
engineer. 

But Ted was such a fast talker and 
had such a smooth appearance that the 
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local management felt his talents were 
wasted in the boiler room. He was 
placed in the adjustment department. 
One morning I was passing Ted’s desk 
when I saw him scowling as if he had 
an acute attack of indigestion. Scowl- 
ing was very much against our rules. 
We, of the adjustment bureau, were 
supposed to exude such honeyed cor- 
diality (during office hours at least) 
that the irate customers would break 
right down and pay their bills promptly 
thereafter with a song in their hearts. 

I asked Ted what was eating him. 
“Look at them,” he growled, waving 
his arm at a line of irate customers 
waiting for the office to open to tell us 
about their troubles. “Everyone of 
them is a case for a major surgical 
operation in psychology.” 

“What in the world are you talking 
about ?” I asked. 

Ted went on in some detail to com- 
pare the average customer’s grievance 
against the company to a malignant 
growth, something like cancer. It 
forms in the customer’s mind first in a 
nebulous state. It may be a petty an- 
noyance and mere suspicion of injus- 
tice at the hands of the meter reader, 
a misunderstanding of the mechanics 
of meter reading, bill computation, or 
service problems. 


C6’ ! ‘HIS suspicion grows,” con- 
tinued my enthusiastic associ- 
ate, “until it reaches the state of active 


e 


animosity. It may keep growing after 
that, accelerated by various circum- 
stances, not the least of which might 
be the current political publicity against 
utilities in general. 

“By the time they get in here,” said 
Ted, “they are tough cases. Just like 
the average cancer patient who goes to 
the doctor after it is too late to effect a 
certain cure. Furthermore, for every 
man or woman who gets sore enough 
to take the trouble to come downtown 
and tell us about it in this office, there 
must be ten who are still sore at us— 
but not that sore.” 

In other words, it was Ted’s thesis 
that if we could somehow get to these 
people before they became “set” in 
their animosity towards the company, 
the problem of straightening them out 
would be trifling. It could be com- 
pared to the surgical operation of a 
tiny suspicious malignant growth 
caught in the first discernible stage. 

As it was, he contended, we could not 
be sure that we were successful in re- 
storing friendship with respect to even 
30 per cent of the consumers who came 
into our office with complaints of one 
kind or another. We could adjust their 
bills and give them a smooth line. The 
customers might act as if they were 
satisfied, but we could sense that when 
they left the office building they were 
at most merely mollified for the time 
being. The old suspicion was ready to 
spring into action at any time. 


dollar and the gas dollar and the telephone dollar is the most 


q “WHEN you demonstrate to the customer that the electric 


fruitful dollar he spends, you bring home to him an economic 
comparison in which he has a personal interest. He begins 
to ask himself what other item he spends his money for 


brings him so much benefit.” 
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fee problem was then to work out 
some system for exploring the 
general body or mass of our customers. 
The object would be to search for the 
preliminary bumps or lumps of gather- 
ing animosity against the company. It 
was I who supplied the suggestion that 
our meter readers were the only con- 
tinuous contact between the company 
and its customers. 

To make a long story short, we 
worked out a plan whereby meter read- 
ers were to be authorized, encouraged, 
and trained to get on very friendly 
terms with the customers. We com- 
pared the average letter carrier, who 
has done a wonderful job in selling the 
Post Office to the public, with the aver- 
age meter reader. The letter carrier is 
probably the most popular of Uncle 
Sam’s public servants. He rates this 
popularity because he is not above stop- 
ping and chatting with the housewife 
and the children and the men folk in 
making his appointed rounds. 

It is not uncommon for the letter 
carrier to know the names and ages of 
every child in the family and to make 
solicitous inquiries about son John who 
is away at college, or Uncle Tim’s 
sciatica. Of course, the letter carrier 
has the tremendous advantage of mak- 
ing his rounds at least once a day, 
whereas the meter reader only comes 
once a month. 

But we hit upon a plan which we 
thought might offset this advantage 
of the Post Office Department, at least 
to some extent. Why not have the 
meter reader distribute some stuff—in- 
expensive “favors’—in making his 
rounds? Little cooking recipe pam- 
phlets for the housewife; little trick 
paper hats or puzzles for the children— 
something, anything, to make his visit 
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associated with friendly recollection in 
the mind of the customer. Making the 
kiddies watch for the meter reader to 
come around would, according to our 
plan, be a master stroke in utility public 
relations. 


cy course, all of this would take 
tact and special training on the 
part of the meter reader. Having thus 
prepared a cordial atmosphere, the 
meter reader, without being obtrusive 
or unduly gabby, would make friends 
with the customers. In the course of 
the monthly salutation (maybe not 
each month for the same customer) he 
would make occasional inquiries as to 
how the customer felt about the com- 
pany’s service. This was our real ob- 
jective. This was the way which we 
thought the utility company could reach 
and disperse those suspicions breeding 
in the customer’s mind before they had 
a chance to grow into active hostility. 
The meter reader could keep slips on 
such customers so interviewed and 
make reports whenever he found 
trouble brewing. The meter reader’s re- 
port slip would be the storm signal to 
send a “trouble shooter” from the cus- 
tomer relations department of the 
utility immediately to the dissatisfied 
customer. It would be the task of this 
agent to go right to the bottom of the 
trouble and settle the problem then and 
there and make sure that, when he left, 
the company had a friend for a cus- 
tomer instead of a potential enemy. 
One important point of the plan 
would be to avoid all suspicion of sales- 
manship by the meter reader. He would 
not become a “bird dog” for the mer- 
chandising division. If the customers 
once got the idea that the meter reader 
was trying to be friendly simply in 
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order to get an order for the appliance 
sales department, not only sales re- 
sistance but actual hostility might re- 
sult. It would be all right, of course, if 
the housewife happened to mention 
that she didn’t have this or that for the 
meter reader to suggest that she call 
the utility sales department or pay a 
visit to the display room. 


bane we visualized allowing 
meter readers to make little 5- to 
10-minute adjustments on gas ranges 
or replacing plugs or fuses or making 
friendly suggestions for more substan- 
tial appliance repairs. 
FEB. 27, 1941 


Well, we took our plan to the “V. P. 
in Charge,” after it had all been drawn 
up in nice prospectus form, so popular 
in that day. We left it on his desk and 
heard no more from it for a couple of 
days. Then one morning we were both 
summoned into the V. P.’s office and 
he was sitting there with the head of 
the maintenance department. 

“Do you realize,” he asked, “that 
this plan would at least double the time 
consumed in reading meters, thereby 
increasing our payroll for that depart- 
ment by 100 per cent?” 

“As a matter of fact,” said Ted, 
gaily, “I think you underestimate the 
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increase of time that would be required 
in reading meters. We figured at least 
200 per cent increase so as to give the 
meter reader a real chance to do this 
missionary work. And not only that 
but an increase in compensation would 
have to be authorized for meter readers 
over the long run in order to get a 
somewhat higher type than average em- 
ployee in that line. In other words, 
adoption of the plan might eventually 
mean as much as 400 per cent increase 
in your payroll for meter readers.” 

“What’s the matter,” snapped the 
head of the commercial department, 
“don’t our present meter readers suit 
you?” 

“It’s not that,” I replied, “it’s just 
that the men we now have are trained 
to make as many calls as they possibly 
can. They can hardly take time out for 
acouple of puffs on a cigarette without 
having the route supervisor on their 
tail. No wonder they often go about 
their duties hurriedly and gruffly. We 
have had complaints about them walk- 
ing right into houses without ringing 
the bell or knocking on the door. We 
don’t blame the meter readers. We can 
understand their position. And we 
don’t blame the complaining customer 
either. It’s the set-up that is wrong. It’s 
the set-up that we want to correct.” 


66 H°” would you go about attract- 

ing these paragons of diplo- 
macy?” asked the V. P. “Would you 
have us give a civil service examination 
and then fire all the men now reading 
meters ?” 

“On the contrary,” I explained, “we 
would have to go about the new set-up 
gradually and use our present corps of 
meter readers as a basis for training. 
The increase in compensation could 
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come gradually, also. It could come in 
the form of a reward for results actu- 
ally accomplished. I am sure that our 
present corps of meter readers would 
respond to the new responsibility with 
enthusiasm and furnish us with a good 
nucleus for future recruiting. If we 
had a few who didn’t respond, they 
could eventually be shifted elsewhere.” 

The two officials were obviously not 
sympathetic. We argued a little while 
longer but I could see the way the V. P. 
sneered about “handing out lollypops 
to the kiddies with company advertise- 
ments printed on the wrappers” that 
the plan was not going to get his recom- 
mendation. We wondered if he would 
even send it to the central holding com- 
pany office in New York at all. 

Well, it appears he did send it—with 
what recommendation I do not know. 
It was a couple of weeks later that we 
were told that the answer was no. We 
didn’t give up right away. We asked 
for authority to put the plan into effect 
on a restricted basis. We asked au- 
thority to obtain only ten voluntary 
meter-reading recruits for a trial 
period of three months. As a final re- 
sort we even offered to go out our- 
selves at meter readers’ wages and see 
if—by our own efforts—the two of us 
could not show enough results in a 3- 
month period to vindicate the plan. The’ 
answer was still no. Not only that, 
but the V. P. began to look at us in 
that funny sort of way one does when 
one suspects that one might be slightly 
touched in the head. 


Ww that is the end of the story as 
far as it goes, and it was, soon 
after, the end of our two young careers 
in public service. Ted left in a huff and 
the last I heard he was making won- 
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derful progress as an official of an air- 
craft company. The night I left, the 
vice president in charge broke down 
and blamed it all on the holding com- 
pany in New York. He said he had to 
do what he was told, but I suspect that 
the plan never had his approval. 

(I don’t intend here to go into the 
question of absentee management as a 
reason for the verdict. As a matter of 
fact, if it had been properly presented 
to a sympathetic holding company offi- 
cial in New York, it might have re- 
sulted in being tried not only in one 
company but throughout the system. ) 

To sum up, the possibilities of this 
proposal seemed to us enormous. They 
seemed comparable to giving a doctor a 
chance to get hold of a tubercular pa- 
tient before the lungs are too far in- 
fected ; similar to the chance of a law- 
yer getting out an injunction before 
legal damage actually results; similar 
to the chance of the surgeon, as stated 
before, reaching a cancerous growth 
while still in the formative stage. 

Public opinion when applied to pub- 
lic utility relations generally shows a 
certain amount of hostility. This hos- 
tility rarely rests on any sound basis. 
It usually springs from uninformed or 
unfairly biased sources. The trouble is 
that the enemies of the public utility 
industry hold practically all the propa- 
ganda weapons, which makes the pure- 
ly defensive task of the utilities terri- 
bly difficult. 


| ioe a concrete example, look at the 

general run-of-the-mill press clip- 
pings collected from all newspapers by 
the average large utility company or 
publication dealing with utility matters, 
Aside from routine and technical finan- 
cial notices, this material, during the 
past year (1940), averaged about 80 
per cent antiutility. Speeches and state- 
ments by public ownership advocates 
such as Secretary of the Interior Ickes, 
Mayor LaGuardia of New York, 
Senator Norris of Nebraska, get all 
free space in the press. If the utility 
company tries to get its viewpoint 
across in any other way, then it be- 
comes “organized propaganda”; and 
utility management is denounced by 
this same  Ickes-LaGuardia-Norris 
school of thought as being unfit to shine 
the shoes of Al Capone. 

And what is the result of this steady 
stream of antiutility propaganda? 
Well, we see public opinion surveys, 
such as the Gallup poll, the Fortune 
poll, and the so-called “Open Forum” 
talks, which reflect a substantial ma- 
jority of the public as being in favor 
of public ownership—not only of the 
electric power industry but of all other 
utility forms. Furthermore, _ these 
general opinion surveys show a dis- 
turbing conviction on the part of the 
public that utility rates are too high. 
And that is not surprising, but it is 
dangerous. It represents a nebulous 
atmosphere of hostility which is the 


e 


per cent in favor of public ownership in a straw poll as a 


q “TIME and again, the very people who would vote 50 and 60 


matter of expressing general sentiment, turn thumbs down 
at the actual vote-counting polls when they come up against 
a proposition of putting their own community in debt to 
build or acquire a municipal utility plant.” 
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natural breeding place for more con- 
crete antiutility developments. 

Just as a little example of how per- 
fectly sincere people can express an 
earnest conviction without knowing 
what in the world they are talking 
about, recent public opinion surveys 
were taken in two different areas on 
the question of whether the average 
consumer thought his electric rate was 
too high. One area was near a competi- 
tive public power project, and the 
private power company rates in that 
area were lower than the rates in the 
other area surveyed. Yet, a greater 
proportion of the people in the low- 
rate area believed that their rates were 
too high as compared with the other 
area where the rates were higher. 


N™ obviously, these people did 
not really have any basis for 
their opinion. They were simply re- 
flecting a comparison with the near-by 
and partially subsidized public power 
rate. Why did they select that com- 
parison? Simply because they have 
never been furnished any other com- 
parison. 

If, by periodical and friendly visita- 
tion, the private utility company could 
shift the approach of the average cus- 
tomer from the false comparison of a 
subsidized rate to another and differ- 
ent standard—one which would not be 
so unfair or uncomplimentary—the 
general antiutility atmosphere evi- 
denced by the polls above mentioned 
would be dissolved. 

For instance, instead of letting the 
public mind dwell on the unsatisfactory 
comparison of the utility rate in one 
section with the utility rate in another 
section, attention could be drawn to 
the over-all value of utility service as 
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compared with other items of the 
family budget; and the resulting com- 
parison would be distinctly favorable 
to the utilities. An excellent graphic ex- 
ample of how this message could be put 
across in the form of hand-out litera- 
ture printed on the backs of calendars, 
etc., is the accompanying illustration 
originally published in P.U.R. Execu- 
tive Information Service (p. 280). 

After all, it is not surprising that 
the government, with all its resources 
concentrated on a single comparative 
item such as electric service, can drive 
down the price. It could do the same 
for any commodity. Thus, if the gov- 
ernment had spent a fraction of the 
money on public manufacture and dis- 
tribution of retail clothing that it has on 
such projects as TVA, we could proba- 
bly all be buying all-wool suits and 
overcoats for less than $10. This 
does not mean that the wholesale and 
retail clothing merchants are thieves 
and pirates. On the contrary, to the 
thinking person it ought to mean that 
the government should confine its 
powerful economic pressure to the 
province of government business and 
stop trying to run private enterprise 
in the ground, as it undoubtedly can 
if it puts on enough heat. 


—_— value of repetition of such 
sound and elementary propaganda 
in favor of private industry can be 
worth many times a utility’s increase 
in the payroll for meter readers. When 
you demonstrate to the customer that 
the electric dollar and the gas dollar 
and the telephone dollar are the most 
fruitful dollars he spends, you bring 
home to him an economic comparison 
in which he has a personal interest. 
He begins to ask himself what other 
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item he spends his money for brings 
him so much benefit. Somehow when 
he gets in that state of mind, the dif- 
ference of 25 cents a month between the 
average utility bill in Bingville as com- 
pared with Yackville seems quite unim- 
portant—mere bagatelle, or a matter 
of taste. It might compare with an 
arbitrary difference in the price paid 
for two boxes of cigars of different 
brands. And when the customer is in 
this state of mind, a politician that 
would try to get elected to office over 
such an issue would seem positively 
ridiculous. 

The private electric power industry 
has already had practical experience in 
many places in this difference between 
a factual, realistic approach by the pub- 
lic to a concrete problem of utility policy 
on the one hand and a vague expres- 
sion of sentiment on the other. Time 
and again, the very people who would 
vote 50 and 60 per cent in favor of pub- 
lic ownership in a straw poll as a matter 
of expressing general sentiment turn 
thumbs down at the actual vote-count- 
ing polls when they come up against a 


proposition of putting their own com- 
munity in debt to build or acquire a 
municipal utility plant. 


is only human nature—a great 
many of us talk a great deal like 
sophomore socialists and town hall de- 
baters in general discussions where 
we have nothing at stake. But when 
we are asked to put our own money on 
the line or our own taxable property 
under obligation, we usually think 
twice and turn to the right. 

It’s like the old story of the young 
Russian peasant who was taking an 
examination to become a soldier in 
the Soviet army. When he was asked 
if he believed in the Marxian doctrines, 
if he believed in the equal distribution 
of wealth and in the redistribution of 
property holdings, he solemnly replied 
“Yes” to each question. But when he 
was asked if he would share his farm, 
cattle, and pigs with his neighbors, he 
replied, “Yes, except for the pigs.” 
And when he was pressed for an ex- 
planation of this exception, he simply 
stated, ““Well, you see, I have a pig.” 





Cyclical Unemployment 


“We can no longer be sure that unemployment is a cyclical problem 
appearing and disappearing as the economy alternates between 
depression and prosperity. Unemployment may be an enduring problem 
arising from continued diminished volume of private investment. If we 
reckon with the possibility of continuing volume of employment, then 
the question of a long-term expansion of the volume of public employ- 


ment must at least be faced.” 


—Exceret from report of National Resources 
Planning Board to President Roosevelt. 
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HE first step toward merging the 

Keystone Telephone Company and 
its 50,000 subscriber phones in the Phila- 
delphia-Camden area with Bell Tele- 
phone was announced on February 7th 
from Newark, New Jersey. When the 
deal goes through—probably a matter of 
months—phone service in the area will 
beentirely Bell. Basis for the deal, at an 
undisclosed price, was reached ten years 
ago, but was not acted upon until re- 
cently. 

Imperial holds the stock of Keystone 
and two Jersey subsidiaries, the Camden 
& Atlantic Telephone Company and the 
Eastern Telephone & Telegraph Com- 
pany. Then the New Jersey Bell 
Telephone Company applied to the Fed- 
eral Communications Commission at 
Washington for permission to purchase 
the Imperial Securities Company, a 
Delaware holding firm. 

After acquiring the entire set-up, New 
Jersey Bell Telephone Company will di- 
vide it, according to Frankland Briggs, 
the company’s vice president. Briggs 
said the New Jersey Bell Company 
would retain and operate Keystone’s two 
Jersey subsidiaries, but would resell 
Keystone itself to Bell Telephone of 
Pennsylvania. 

The Pennsylvania merger will in- 
crease the number of Philadelphia phone 
subscribers under the Bell system from 
260,000 to approximately 300,000. In 
applying for FCC approval of the deal, 
Bell Telephone officials stressed that: 

It is a necessary step toward the elimina- 


tion of unnecessary and uneconomical dupli- 
cation of facilities and service. 
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The consolidation of the Keystone sys- 
tem with the Bell system would necessarily 
bring about lower maintenance, supervisory, 
and other costs in connection with furnish- 
ing telephone service. ... It also would re- 
sult in eliminating the nuisance to the public 
of having two telephone systems. 


Both the Pennsylvania and New Jer- 
sey Public Utility commissions will have 
to approve the deal before it becomes 
final. 

Keystone listed a net profit of $100,351 
in 1938 and $100,094 in 1939 from its 
Philadelphia operations. 


* * * * 


HE Pacific Telephone & Telegraph 

Company and its subsidiaries have 
been ordered by the Federal Communi- 
cations Commission to readjust the “in- 
terstate Pacific” scale of telephone rates 
by March 15th to conform to the “other 
interstate” scale for like services for 
equal distances under practically the 
same conditions. 

This was final action by the commis- 
sion on its proposed report (P-13), sub- 
ject of a press release August 14th, 
which followed an inquiry conducted by 
Commissioner Paul A, Walker growing 
out of complaint by the Washington De- 
partment of Public Service. 

Findings by the commission in the re- 
port which accompanied the February 
4th order follow: 

On final review of the evidence, it is ap- 
parent that respondents have failed to 
demonstrate why the telephone subscribers 
of the Pacific system should be compelled 


to pay from 9 to over 40 per cent more for 
“interstate Pacific” calls than for “other in- 


FEB. 27, 1941 





PUBLIC UTILITIES FORTNIGHTLY 


terstate” calls. These “interstate Pacific” 
rates are unreasonably high and, further- 
more, produce undue and unreasonable dis- 
crimination and prejudice throughout the 
Pacific system’s territory. The only proper 
method of correcting the situation is to re- 
duce the “interstate Pacific’ scale to the 
level of the “other interstate” scale of rates. 


In so doing, the commission observed : 


We are mindful of the problems which 
over the years faced the Interstate Com- 
merce Commission in the regulation of rail- 
road freight rates and the precedents and 
rules which have been established in that 
field. We feel, however, that this commis- 
sion should conform its decisions to the 
broad purposes expressed in the Communi- 
cations Act as applied to the subject mat- 
ter dealt with therein. We must, therefore, 
give due consideration not only to the dif- 
ferences between the laws applicable to the 
regulation of freight rates and to telephone 
toll rates, but also to the essential differences 
between the two industries. In recent years 
the telephone has become an instrument of 
communication in a very broad sense. The 
purposes of its use are myriad. Its actual 
usage is ever recurring and in vast detail. 
Telephone service and the rates charged 
therefor have an important and direct im- 
pact upon the daily economic and social 
lives of the many millions of individual tele- 
phone users as contrasted with the relative- 
ly few persons who pay freight charges di- 
rectly. The regulation of such a compara- 
tively modern, complex, and significant in- 
dustry cannot be effectively accomplished 
by the application of rules evolved in the 
regulation of a relatively old and highly 
competitive industry, attuned in large degree 
to the competitive production and sale of 
commodities. 

As compared with hundreds of Class I 
railroads in the United States supplying the 
bulk of the railroad freight service, there 
is one telephone monopoly supplying more 
than 90 ner cent of the service. There are 
approximately 22,000,000 subscriber stations 
in the entire country. 


The commission also commented: 


On argument, counsel for respondents ad- 
mitted that in any given community there 
must be a parity of rates for the same serv- 
ice. This is axiomatic. We are here con- 
fronted, however, with the contention that 
when there is any differential in cost condi- 
tions with respect to different classes of 
traffic handled by the same company the 
obligation to avoid discrimination disap- 
pears. The logical extreme of such a con- 
tention is presented here, in that for service 
over a part of the same route and facilities 
at necessarily lower costs the user may be 
charged a higher rate than the user of great- 
er facilities over greater air-line distances at 
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greater costs. To this argument, in a case of 
this kind, we cannot subscribe. Absolute 
equality, the ideal standard, may vary or 
surrender on occasion to other compelling 
considerations. But in the absence of other 
controlling considerations the basic rule to 
be observed in the determination of reason- 
able charges is that there shall be collected 
from each user “equal charges for equal 
service.” Such a scheme as the one here in- 
volved departs from any acceptable con- 
struction of the basic principle of equality, 


NE of the most interesting parts of 

the commission’s opinion was its 
analysis of allocating value and expenses 
of telephone equipment on the “board- 
to-board” basis, as distinguished from 
the “‘station-to-station” basis. The FCC 
states on this point: 

The separation study submitted in this 
proceeding was made on... the “board-to- 
board” basis... . If... recast on the “sta- 
tion-to-station” basis, the expenses . . . must 
be increased to reflect the local service ex- 
pense... it is an unavoidable conclusion 
that, on a “station-to-station” basis, the 
company’s system of allocation would 
show the two classes of interstate toll serv- 
ice in question to be furnished at a loss. 
This is further proof that the separation 
study basis is either unsound or so inac- 
curate as to destroy any probative value 
thereof. 


*k Ok * O* 


_ 150,000 telephone subscribers 
in the Pittsburgh district will bene- 
fit from reduced charges and extended 
service, the Bell Telephone Company of 
Pennsylvania announced on February 
6th after filing new rate schedules at 
Harrisburg. Beginning March Ist, the 
benefits will include a wider range of 
service, elimination or reduction of cer- 
tain toll calls, lower individual residence 
rates and charges for extension tele- 
phones, and lower costs for installing 
and changing instruments, it was said. 

The revised tariffs, filed on February 
Sth with the state public utility commis- 
sion, will save telephone users in 
Pennsylvania $1,400,000 a year and will 
affect more than 530,000 subscribers in 
the state, the announcement said. The 
major change in the Pittsburgh vicinity 
will be creation of a metropolitan district 
to include the city and these 16 surround- 
ing suburban exchanges: 


286 





WIRE AND WIRELESS COMMUNICATION 


Bridgeville, Carnegie, Colonial, Cora- 
opolis, Duquesne, Glassport, Glen- 


shaw, McKeesport, Oakmont, Olympia, 
Perrysville, Sewickley, Sycamore, Unity, 
Valley, and Woodland. 


x * * * 


tS principal operating companies in 
the American Telephone and Tele- 
graph system reported on February 4th 
the largest telephone gain for any month 
in the history of the Bell system, the in- 
crease for last month aggregating 129,- 
400 instruments. This compares with a 
gain of 111,300 in December, 1940, and 
94.700 in January, 1940. The best pre- 
vious month experienced by the Bell sys- 
tem was in September, 1936, when the 
station gain totaled 128,300. At the end 
of last month, the Bell system had a total 
of 17,613,400 telephones in operation— 
anew high record. 

The New York Telephone Company, 
largest unit in the Bell system, showed a 
net increase of 12,320 telephones in 
January, compared with a gain of 9,948 
in January, a year ago, and 6,380 in 


January, 1939. 
+ * 

ic Federal government on Febru- 

ary 5th in the Federal court at Mil- 
waukee, Wisconsin, formally charged 
the American Society of Composers, 
Authors, and Publishers, 19 corpora- 
tions, and 26 individuals with violation 
of the Sherman Anti-Trust Act. Federal 
Judge F. Ryan Duffy set arraignment 
for 2 p. m., March 5th. 

Among the charges were: Conspiracy 
to pool and control illegally most of the 
desirable copyrighted music for the pur- 
pose of eliminating competition ; illegal 
discrimination against users of copy- 
tighted music and authors and compos- 
ers who are not members of ASCAP; 
conspiracy to restrain author and com- 
poser members of ASCAP from exer- 
cising the rights afforded them by the 
Copyright Act; conspiracy to restrict 
music from public performance in order 
to exact additional performance compen- 
sation ; conspiracy to restrain composers 
in their right to bargain for the sale of 
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their own music; conspiracy to engage 
in illegal price fixing; conspiracy to re- 
quire radio broadcasting stations to pay 
a percentage of the revenue derived from 
programs in which no music is played; 
conspiracy to require all commercial 
users of music to refrain from playing 
any ASCAP music unless a general 
license authorizing the performance of 
all ASCAP music is procured; con- 
spiracy to restrict from public enjoy- 
ment, through commercial performance, 
much of America’s most beautiful copy- 
righted music. 

The government action followed a 
breakdown of attempts to negotiate set- 
tlement of monopoly charges through a 
consent decree. The government has ob- 
tained a consent decree in its civil suit 
against Broadcast Music, Inc., ASCAP’s 
rival in a controversy that has deprived 
most radio stations of thousands of tunes 
since December 31st. BMI agreed to per- 
mit broadcasters to buy music either by 
the piece or by the program on a “pay- 
when-you-play” basis. BMI was created 
by the radio industry. 


* * * * 


HE public utilities committee of the 

Washington state house of repre- 
sentatives recently reported out a 
measure authorizing cities to acquire 
and operate telephone systems with a “do 
pass” recommendation. The bill was in- 
troduced by Representative Jurie B. 
Smith, Democrat, King, committee 
chairman. Cities also would be author- 
ized to regulate and control the use and 
price of telephone or other electrical com- 
munication service so acquired. 


* * * * 


OSSIBILITY that the International 
Telephone & Telegraph Corporation 
might build a telephone equipment man- 
ufacturing plant in the United States was 
rumored in financial circles as a result of 
recent operating difficulties and financial 
losses resulting from the international 
situation. 
A net loss of $516,050 after all charges 
was reported last month by the Interna- 
tional Telephone & Telegraph Corpora- 
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tion and subsidiaries, exclusive of Euro- 
pean, Mexican, cable, and radiotele- 
graph units, for the first nine months of 
1940. The net loss contrasted with a net 
income, restated for comparative pur- 
poses, of $1,118,438 in the first nine 
months of 1939. No provisions have 
been made for losses which may have 
been incurred by European subsidiaries 
as a result of the war. 

IT&T alone, as parent concern of the 
system, had a net loss of $1,527,145 in 
the first nine months of 1940, compared 
with a loss of $45,151 in the correspond- 
ing 1939 period. 

In a letter to shareholders accompany- 
ing the report, Sosthenes Behn, presi- 
dent, revealed that in the first nine 
months of 1940 IT&T received only 
$600,000 in dividends from the Inter- 
national Standard Electric Corporation, 
manufacturing subsidiary for the sys- 
tem. This compared with dividends of 
$2,400,000 from the same source in the 
first nine months of 1939. “Because of 
conditions in Europe,” Mr. Behn added, 
“no further dividends can be expected 
for the present from this source.” 

It has been informally reported that 
as a result of the European blockade and 
counterblockade, the IT&T has experi- 
enced extreme difficulty in furnishing its 
foreign operating companies, particular- 
ly those in South America, with equip- 
ment from its manufacturing plants in 
England and central Europe—one re- 
port being to the effect that less than 20 
per cent of the equipment needed by the 
operating subsidiaries was being sup- 
plied. The IT&T was recently able to 
make a lucky deal in turning over its 
Rumanian properties to the Rumanian 
government in return for cash credits of 
the latter blocked in this country by the 
government’s exchange restriction. Such 
funds would be available for the con- 
struction of a manufacturing plant here. 


x* * kK * 


HE Rural Electrification News for 
December, 1940 (which was not 
distributed until late in January), con- 
tains an interesting announcement on 
telephone inductive interference policy 
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by that Federal agency. The statement 
is in part as follows: 


REA has maintained from the outset that 
modernization of telephone lines is the re- 
sponsibility of the telephone companies and 
that rural power systems should not assume 
any part of the cost of this modernization, 
This view has been upheld by the courts of 
several states. REA engineers with the mo- 
bile test equipment have, however, in sey- 
eral instances, helped telephone companies 
to save considerable money in modernizing 
their lines by metallicizing. Often only a 
portion of the telephone lines need be metal- 
licized to reduce the noise to a tolerable 
volume. 

Occasionally a power line will cause in- 
terference with a metallicized telephone cir- 
cuit. In such instances, when cooperative 
engineering studies are undertaken, they 
work on the principle of the least costly 
over-all solution. If the cheapest remedy is 
a change in the electric lines, the codperative 
will bear the cost. If it is found cheaper for 
the telephone circuits to be altered, the tele- 
phone company takes care of that. 

In one area interference was traced to a 
large motor in an ice plant. It imposed a 
harmonic on the distribution system of a 
municipal power plant which supplied 
energy to the REA system. Applying an 
electric filtering device to the motor at no 
cost to the telephone company saved about 
$2,000 in costs of metallicizing which would 
have been necessary if the device had not 
been used. 

Another telephone company saved about 
$2,500 when the engineers traced the dis- 
turbance to the electric generator; devices 
were connected on the power system at a 
cost of $725, borne by the codperative, and 
the noise was reduced sufficiently to save 
metallicizing most of the circuit. 

Today, when a complaint is received, 
REA engineers get as much information as 
they can by correspondence. If this indicates 
that research may be productive, the mobile 
laboratory goes into action. Alleviating the 
interference is a highly complicated task, 
requiring specialized instruments. ; 

Among other -things, these engineering 
studies have shown that lines constructed to 
REA standards cause no greater interfer- 
ence than do those in which other types of 
construction are used. 


* o* * * 


Te FCC set down for hearing on 
March 10th the application of the 


Collierville Telephone Company (Ten- 
nessee) and the Southern Bell Telephone 
& Telegraph Company for a certificate 
authorizing the latter to acquire the tele- 
phone plant of the Collierville Company. 
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By OWEN ELY 


Utility Stocks Withstand Fear 
Psychosis Better Than 
Industrials 


i ke modest year-end rally in stock 
prices carried through the first ten 
days of January, the Dow-Jones aver- 
age recovering to the 134 level; but this 
was followed by a decline to 122.63 on 
February 4th and irregularity there- 
after. Utility stocks have, however, 
fared better than industrials during 
1941, as indicated in the chart on page 
294. This is something of an evening-up 
tendency, since utilities acted worse 
than industrials during November and 
December. 

The decline in the general market ap- 
peared due to (1) the many large blocks 
of listed securities sold “over the coun- 
ter” (including a few utilities such as 
Consolidated Edison, North American, 
and Pacific Gas) ; (2) fears of impend- 
ing German invasion of Britain, in- 
creased by “scarehead” testimony at 
congressional hearings; and (3) appre- 
hension of a further jump in tax rates, 
including the possibility that the option- 
al average earnings base for the excess 
profits tax may be discarded in favor 
of 8 per cent on investment as the only 
“ceiling.” Of these factors, the first is 
the most important from a technical 
standpoint. The British have not only 
speeded up their selling campaign, but 
domestic estates and corporations, ap- 
parently fearing an increase in the capi- 
tal gains tax, have also been disposing 
of large holdings. Thus the Harkness es- 
tate sold 500,000 Standard Oil of New 
Jersey and the Kress estate a block of 
the chain store stock of that name. 

While offerings of this nature have 
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been made occasionally in recent years, 
it is only recently that they have appeared 
in such volume, averaging almost one a 
day, usually 100,000 shares or more. 
Some Stock Exchange members, par- 
ticularly the floor brokers, lament the 
loss of business to the exchange; but 
many member houses, on the other hand, 
find the larger commissions—usually 
several times the prescribed commission 
rate for a sale on the exchange—a valu- 
able addition to dwindling revenues, 
both for themselves and their personnel. 

The technique of this relatively new 
sales method is being rapidly perfected. 
It employs the nation-wide sales organi- 
zation of both brokers and investment 
bankers with the same intensive efforts 
used for new offerings, and the absence 
of SEC regulation permits quick de- 
cisions regarding timing. (The SEC 
must, of course, be consulted where 
“stabilizing operations” on the board are 
undertaken by the underwriting syndi- 
cate, but this seems largely a matter of 
routine.) While the cost to the holder 
is considerably greater than if the block 
were sold on the board, this is probably 
considered cheap insurance, since the 
underwriters assume any market risk 
arising from war-time crises and the 
deal is quickly and definitely consum- 
mated. 


| pater ghey the new method can be 
used by the utility holding com- 
panies, if and when they are forced to 
dispose of some of their operating com- 
pany equities, in cases where a market 
already exists. In the great majority of 
cases, however, these issues will doubt- 
less have to travel the harder route pre- 
scribed for new offerings. 
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Despite the continued stream of fa-‘“prices, but also from forces which may 


vorable business news, earnings, and 
dividends, unequaled during the past 
decade, the Street is temporarily in a 
very pessimistic mood. In a recent poll 
of brokers’ opinions, some foresaw even 
the possibility of a decline to the 100 or 
the 85 level for the Dow-Jones average, 
and the majority foresaw the United 
States in a “shooting” war by Septem- 
ber Ist. 

While the stock market departed from 
the precedent of World War No. 1 in its 
buoyancy at the outbreak of war, it later 
followed a somewhat similar trend. 
The present decline may be compared 
with that which began in December, 
1915, and continued through the first 
half of 1916—or perhaps more logically 
with the 1917 decline attending our en- 
try into the war, which dropped the 
Dow-Jones average from 110 to 66 
(compared with the prewar level 
around 80). In 1918 the market recov- 
ered to the 80 level, was carried to 120 
by the postwar boom, dropped to 64 in 
the deflation period of 1920-21, and later 
began its slow climb to the 1929 heights 
of, 381. However, it is dangerous to 
push historical analogies too far. 

In connection with the present apathy 
and discouragement over stock prices, 
a recent story in The New York Times 
is interesting. It is said that changes in 
the preambles of the Securities Act and 
the Securities Exchange Act are being 
discussed with the SEC by financial 
leaders, the object being to make the 
commission responsible for the “en- 
couragement” of security markets as well 
as their regulation. This would be on 
the theory that the stockholder needs 
protection not merely from “rigging” 
and manipulation which may unduly raise 
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injure or depress the market. However, 
the mere insertion of a few words in the 
preambles of these laws would still leave 
the issue dependent on the ideas and poli- 
cies of the individual members of the 
SEC. Except for possible “squelching” 
of some picturesque enunciations by 
prominent investment counsellors, it is 
difficult to see just what the SEC could 
accomplish in this direction. In the old 
days bear markets were usually ascribed 
in Washington to the machinations of 
wicked short sellers and bear raiders, but 
these have now been pretty well legis- 
lated out of existence. 

Amelioration of the present regula- 
tions which tend to prevent corporation 
officials from temporary investments in 
their own stocks during weak markets 
would, perhaps, be of more help than any 
“encouragement” which the SEC might 
try to give a despondent market. How- 
ever, if such “encouragement” were con- 
strued as a factor in SEC decisions re- 
garding utility financing, it might have 
excellent indirect effects; for example, 
it might well be a consideration in the 
application of the commission’s recently 
announced requirement of increased 
equity financing of utilities, discussed 
elsewhere in this department. 


¥ 


Detroit Edison 


i. Edison has the distinction of 
selling at the highest price level of 


any of the leading electric power and 
light stocks (not having been split up in 
recent years as were Boston Edison and 
Commonwealth Edison). It has also re- 
tained a substantial part of its 1929 earn- 


ing power: 


7 
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Earnings 
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1929 


Depreciation 
Maintenance 
Other expenses, O06, snc. 2 cles ececes 


Taxes 
Fixed charges 
Net income 


100.0 
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Liberal dividends have been paid with- 
out interruption since 1909 (the company 
was organized in the previous year), the 
current $6 rate having been maintained 
in the past five years. During the period 
1910-29 stockholders received subscrip- 
tion rights on 21 occasions, the value of 
the rights totaling about $56, or an aver- 
age of about $2.80 per annum over the 
entire period. The common stock record 
since 1929 has been as follows: 


Share Dividends Price Range 
Year Earnings Paid High Low 


1940... $8.00 $6.00 125 99 
1939... 7.59 6.00 126 103 
1938... 115 76 
1997... 147 89 
1936... 153 128 
1935... 130 65 
1934... 84 64 
1993... 92 48 
1932... 122 54 
1931... 195 110 
1930... 256 161 
1929... 383 151 


90 90.00 NIE RAN 
SS8sssssss 


Detroit Edison’s depreciation-mainte- 
nance policy has shown little net change 
since 1929 although in intervening years, 
when earnings were low, the item was 
inmmed accordingly. The ratio to gross 
revenues in 1929 was 19.4 per cent; in 
1931 it dropped temporarily to 14.0, but 
inthe past four years has remained above 
20 per cent, Net changes in the income 
account (in percentages of gross) since 
1929 are shown at the top of the 
page. 


LP green Edison’s reduction in fixed 
charges since 1929 (in relation to 
gross) has been rather small. Possibly 
because of general market conditions the 
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company has done no stock financing 
since 1929, but funded debt has increased 
from $104,000,000 in that year to the 
present total of about $145,000,000. The 
company has also been a little slow with 
its refunding operations: In 1940 the 
principal bond issues had coupon rates 
of 34, 4, and 44 per cent, but the 44s were 
replaced with 3s early this year, saving 
about $750,000 per annum in interest. 
Detroit Edison does not contemplate re- 
funding its $49,000,000 refunding 4s in 
the near future, President Marshall told 
stockholders recently, because with the 
call price at 107 it would be an expensive 
undertaking and he would prefer to re- 
duce the $10,500,000 of construction 
notes outstanding with banks. 

The company’s average charge for do- 
mestic electric service in 1939 was only 
3.42 cents—which, with the excep- 
tion of Pacific Gas’ 3.3-cent rate, is ap- 
parently the lowest for the large operat- 
ing companies. Commercial and resi- 
dential rates are also at a relatively low 
level. In a 1938 reduction the then Mich- 
igan Public Utilities Commission, while 
stressing the difficult of fixing any defi- 
nite date of return, stated that a 54 per 
cent return on a valuation of $277,000,- 
000 (which agreed closely with balance 
sheet figures for net property account 
and current assets) seemed adequate at 
that particular time. The balance avail- 
able for charges in that year was about 
6.2 per cent on the investment as above 
described; in 1937, the corresponding 
figure was 5.9; in 1938, 5.0 per cent; in 
1939, 5.1 per cent; and in 1940, 5.7 per 
cent. 

Detroit Edison is relatively fortunate 
in its tax burden as compared with Con- 
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solidated Edison and Commonwealth 
Edison, taxes amounting to only 16 per 
cent of gross in 1940. However, com- 
pany officials have forecast an increase 
of about 35 per cent in taxes for 1941, 
compared with 12 per cent for revenues, 
raising the ratio to over 19 per cent. 

Considering the heavy industrial load 
—about 49 per cent in 1939 compared 
with 22 per cent commercial, 22 per cent 
residential and farm, and 7 per cent mis- 
cellaneous—and the extreme fluctuation 
in activity of the automobile industry in 
Detroit, the company’s earning power 
has been remarkably stable. This is due 
to the fact that on a revenue basis, resi- 
dential service accounts for 36 per cent 
of the total; commercial, 31 per cent; 
and industrial, only 28 per cent ; and also 
to the fact, noted above, that during the 
depression period, depreciation-mainte- 
nance charges were scaled down. 


|. year important factor in earnings 
stability has been the reduction in 
miscellaneous onerating expenses (since 
1929) to the same extent as gross has 
been cut by rate reductions. Through 'a 
consistent policy of plant improvement, 


coal consumption per kilowatt hour has ° 


been reduced from 1.27 pounds in 1929 
to .96 pounds in 1939; and the recently 
rebuilt Delray plant now requires only 
86 pounds per kilowatt hour. The 
company’s plants are interconnected with 
those of Consumers Power, although 
purchases of power are insignificant. 
The company will be in a position to 
benefit to an important degree by indus- 
trial activity on defense work in the De- 
troit area. For the week ended February 
Ist, electric output was about 20 per cent 
over 1940, compared with 10.5 early in 
the year, the second best showing of any 
large system. However, the company has 
experienced no difficulty with peak load 
requirements since many plants are op- 
erating two or three shifts a day, spread- 
ing the demand for current over a longer 
daily period. Chairman Alex Dow be- 
lieves that the company has sufficient in- 
stalled generating capacity to take care of 
any possible rise in demand over the next 
two years; the company has ordered 
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100,000 kilowatts additional generating 
equipment to meet any increased te. 
quirements in 1942 or later. The 194] 
construction budget will probably be 
around $13,500,000 compared with $11, 
200,000 in 1940, the program to be 
financed as usual out of depreciation and 
net income. 

President Marshall recently forecast 
that net earnings for 1941 would be 
about the same as in 1940. He estimated 
a gain of about 12 per cent in revenues 
and, assuming that the same proportion 
of gross is carried down to the balance 
for charges as last year, this would mean 
a gain in net of about $2,050,000, to 
which could be added about $750,000 
savings in interest, and $800,000 less 
depreciation than would be expected 
from the gain in gross, making a total of 
$3,600,000 (our figures). On the other 
hand he estimated that, if the national 
bituminous coal bill is extended when it 
expires April Ist, this might raise the 
price of coal 33 cents a ton, increasing 
the company’s 1941 fuel bill about 
$470,000. Moreover, he expected the tax 
bill to rise about 35 per cent or 23 per 
cent faster than revenues, which would 
indicate a special tax burden of $2,400- 
000; this added to the increased coal bill 
would make a total of about $2,900,000. 
These calculations would leave a favor- 
able balance of some $700,000, which 
presumably might be absorbed by higher 
costs somewhere along the line. 

Detroit Edison is currently quoted 
around 110, the 1940-41 range being 
1254-983 (the low was made last June). 
The current yield is about 53 per cent, 
and the current price is about 13 times 
the 1940 earnings. These ratios indicate 
that the stock is well regarded by in 
vestors as compared with other utility 
stocks, the majority of which offer more 
attractive yields. 


> 


Equity Financing May Be 
Required in Refunding 
SLOWING-down in the utility indus- 


tries’ broad refunding program 
seems threatened by an SEC decision in- 
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dicating that the commission favors 
equity financing not merely in connection 
with new capital financing but also in re- 
funding operations, wherever the present 
capital structure is top-heavy. Just 
what constitutes a top-heavy structure 
may be more clearly defined in future 
decisions, for SEC policy in the past has 
not always seemed consistent, at least 
from a statistical point of view. 

The question of proper capital struc- 
ture, like that of adequate depreciation 
rates, seems largely reducible to a sta- 
tistical basis, though complicating factors 
frequently lurk in the background. In 
this connection the table showing the 
capital structure of some leading utility 
operating companies, published in the 
ForTNIGHTLY of January 30th (p. 161), 
may be of interest as indicating which of 
the larger companies may be candidates 
for some future “bearing down” on the 
part of the SEC. 

The new pronouncement marks an- 
other momentous step in the recent clari- 
fication of SEC policy, in addition to the 
five points listed in this department a 
fortnight ago. The commission has evi- 
dently adopted an “all-out” program to 
interpret and apply the Utility Act with- 
out further delay and quibbling. 

The latest decision was included in a 
somewhat belated opinion regarding El 
Paso Electric’s financing, which was 
permitted to proceed in January after 
earlier delays. The following points were 
included : 

(1) Refunding of new long-term obli- 
gations, even though interest savings are 
effected, does not necessarily correct a 
top-heavy capital structure, and such cor- 
rection should accompany the financing. 

(2) Power companies should set up 
adequate reserves to provide for ultimate 
liquidation of debt. 

(3) Ratios of long-term debt to de- 
Preciated utility plant account, and to 
~ capitalization, should be conserva- 
ive, 

_(4) Equity financing is therefore ad- 
visable for reducing excess debt, as well 
as for raising new capital. 

The commission indicated that it had 
previously assumed only § 7 (c) to apply 
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to refunding operations, but that it has 
now decided to apply the far more 
stringent § 7 (d) (heretofore used only 
for new-money issues). It also men- 
tioned practical “administrative consid- 
erations” as a further reason for requir- 
ing uniformly fixed standards for all 
financing. 


HE commission pointed out a paral- 

lel between the railroads and the 
utilities. The former in their heyday of 
prosperity followed a policy of main- 
taining a heavy funded debt, which in 
their declining years has resulted in 
wholesale receiverships. In earlier dec- 
ades the railroads did not foresee the 
rapid development of automotive com- 
petition. The SEC implied that similar 
obsolescence of utility facilities, unfore- 
seen by utility executives, may be 
“around the corner.” Possibly having in 
mind the widely discussed possibilities of 
obtaining atomic power from U-235 (see 
ForTNIGHTLY of November 7th, p. 690), 
the commission remarked “there appears 
to be an abiding faith in the permanency 
of existing generating and transmission 
facilities, although it is well known that 
rapid scientific progress might change 
the methods of the power industry over- 
night.” 

In its comparison of utilities with rail- 
roads, however, the SEC appears a little 
overcritical. According to the Census 
Bureau’s 1937 balance sheet for the 
private electric light and power industry, 
long-term debt amounted to about 51 per 
cent of the total capitalization, while for 
the railroads the percentage appears to be 
around 59 per cent. 

The SEC dictum comes at a time when 
the trend of money rates may begin to 
work against advantageous refunding 
operations, and also at a time when stock 
market conditions are unfavorable to 
equity financing. The SEC mentions the 
sale of common stock issues of Newport 
Electric, Indianapolis Power & Light, 
Washington Gas Light, and West Penn 
Power as examples of successful stock 
financing, but these occurred under more 
favorable market auspices than now pre- 
vail. 
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What Others Think 


An SEC Alumnus Points 


With 


ERHARD Alden Gesell since 1935 has 
been an attorney on the staff of the 
Securities and Exchange Commission. 
After being engaged nearly five years in 
this work, Mr. Gesell contemplated the 
published literature available on the sub- 
ject of the SEC. 

Quantitatively speaking, he probably 
found enough of it. But it is mostly 
pretty dry stuff, excluding the more con- 
troversial debates in Congress and the 
more vituperative editorials in the finan- 
cial publications. Most of it has been 
written by lawyers for lawyers, or by 
financial specialists for financial spe- 
cialists, or a combination thereof. 

In short, Mr. Gesell felt that the pub- 
lic needed an account of what the SEC 
is doing to protect and aid the investor 
—in terms which the layman might well 
understand. And so he proceeded to write 
alittle volume, recently released by the 
National Home Library Foundation, 
entitled “Protecting Your Dollars.” 

Much has happened during the brief 
span of the commission’s existence. The 
turnover of the membership of the com- 
mission (twelve in less than six years) 
has reduced the average tenure per com- 
missioner to less than two years. But that 
has resulted from the fact that most of 
the members who have departed from 
the commission have gone on to do other 
important things. The first three chair- 
men, for example, retired to take the re- 
spective posts of United States Am- 
bassador to the Court of St. James (Mr. 
Kennedy), Dean of the Harvard Law 
School (Mr. Landis), and Associate 
Justice of the Supreme Court of United 
States (Mr. Douglas). 


; \HE commission itself, as Mr. Gesell 
assures us in his preface, “is here 
to stay and its work will never be fin- 
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ished.” The pattern of its performance 
has been set, however, and the perma- 
nence of its accomplishments in many 
fields can no longer be questioned. This 
is what Mr. Gesell undertakes to tell us 
about. 

Most of Mr. Gesell’s volume is given 
over to a description of the work of the 
commission in protecting the investor un- 
der the original Securities Act of 1933 
and the Securities and Exchange Act. 
He starts out with a discussion of the 
stock-swindling, bucket-shop operations, 
and other financial frauds of the “good 
old days.” He then refreshes our recol- 
lection of the work accomplished by the 
Senate Banking and Currency Commit- 
tee under the guidance of its special in- 
vestigating counsel, Ferdinand Pecora 
(now justice of the supreme court of 
New York). The more sensational fig- 
ures of the crash and depression days 
parade (or should we say lockstep) 
through the pages: Richard Whitney, 
Charles E. Mitchell, Ivar Krueger, the 
Robert Barr Case, the Norman Berry 
Case, and others. The methods taken by 
the SEC to uncover and correct such 
abuses are outlined in a manner which 
reflects considerable credit on the alert- 
ness and resourcefulness of the SEC. 

One chapter of Mr. Gesell’s book is 
taken up with a discussion of the Hold- 
ing Company Act. The author charges 
the holding companies with obstructive 
tactics, often on technical grounds, which 
delayed the SEC in getting started on 
this important statute. He recalls that 58 
suits were brought in behalf of over 100 
companies in as many as 15 different 
Federal courts to enjoin enforcement of 
the act. 


OWEVER, the Supreme Court in 
March, 1938, upheld the registra- 
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tion provisions of the Holding Company 
Act in the celebrated Electric Bond and 
Share Case and since then much prog- 
ress has been made. Mr. Gesell states: 


The administration of the act has already 
done much to raise business standards in 
the utility field. The old objectionable prac- 
tices are fast disappearing. From day to 
day applications requesting approval of 
transactions or reports disclosing informa- 
tion concerning utility management come to 
the commission from the 144 registered hold- 
ing companies and their numerous subsidi- 
aries. 

One need only to examine these papers 
at random to see what has happened. Certain 
that the documents will be scrutinized with 
care by the particular group in the utility 
division which has made itself expert in 
the affairs of the utility system in question, 
filing companies have long since abandoned 
many dubious practices. Up- and down- 
streams loans must be supported by com- 
pelling business reasons for their initiation, 
and management and service charges must 
be geared to actual cost and not used to 
siphon off money not otherwise deserved. 
When securities are offered for sale, they 
must be adapted to the companies’ earning 
power, appropriate to the economical and 
efficient operation of the business, the under- 
writing fees or commissions to be paid must 
be reasonable, and the terms and conditions 
of the deal must not be detrimental to the 
public interest or the interest of investors 
or consumers. 

If a company desires to alter the voting 
or other rights of its outstanding security 
holders, the commission must first be con- 
vinced that the plan is fair and equitable. 
If a utility company seeks to pyramid addi- 
tional holdings or otherwise increase its 
size by buying other utility securities or 
assets, the commission must again scrutinize 
the proposal and pronounce it not detri- 
mental to the investor. Where there is a 
service company in a registered utility sys- 
tem, the commission makes certain that costs 
for service charges are fairly and equitably 
distributed among the companies involved. 
Finally, where reorganization of a regis- 
tered holding company or its subsidiary is 
necessary, and there have already been more 
than a dozen cases of this kind, the commis- 
sion must rule that the reorganization plan 
is practicable and fair. 

As part of its functions in utility reorgan- 
ization matters the commission has been 
given jurisdiction over protective commit- 
tees and must pass on the fees and expenses 
charged the investors whom the committee 
represent. Applications for fees are made 
to the commission and it judges whether the 
amounts asked should be paid, giving due 
consideration to services performed and 
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their value to the reorganization. In Passing 
it should be noted that excessive requests 
for fees have been drastically cut. 


fee author tells us that towards the 
end of 1940 the SEC’s public utili. 
ties division had held over 750 public 
hearings ; and the commission itself had 
handed down close to 500 formal opin- 
ions on various aspects of the utility 
problem. “Already,” he says, “‘to all in- 
tents and purposes, many of the serious 
abuses which resulted in the passage of 
the act have been eliminated.” As evi- 
dence in support of this, he refers to the 
details of several recent and more sen- 
sational holding company receiverships 
and reorganizations which were precipi- 
tated by the stringency of SEC regula- 
tion. 

In the light of the recent outcry over 
the somewhat strict interpretation of § 11 
by the SEC in its tentative integration 
order against the United Gas Improve- 
ment Company (handed down January 
22, 1941), Mr. Gesell’s discussion of that 
section seems quite optimistic. He states: 


There is some misunderstanding of how 
the so-called “death sentence provision” of 
the Public Utility Act will operate. Some 
feel it heralds a death sentence for utility 
security values. Quite the contrary is the 
case. Only holding company managements 
who cannot handle their properties efficiently 
and fairly need fear the death sentence. As 
far as the security holders of operating com- 
panies are concerned a rejuvenation of values 
rather than a death sentence of such values 
may be expected. Of course, no one, least 
of all the holding company managements, 
can bring earning power to watered stock 
and there are many cases where values in- 
flated by financial trickery or folly can never 
be made a reality. In such cases readjust- 
ments will be necessary, but where sound 
values exist these will not be destroyed. 

After all, what does a holding company 
do to integrate? It divests itself of voting 
power over some of its operating companies, 
it exchanges properties for other properties 
which can be made a more integral part 
of its system, it sells its operating compaty 
securities to its own security holders or dis- 
poses of the operating securities in some 
other manner. These activities cannot 
weaken values—they simply remove the 
holding company from its position of dic- 
tatorial absentee management. If the basic 
underlying properties are good, the securl- 
ties themselves will not suffer. 
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WHAT OTHERS THINK 


A critical reader might be tempted to 
observe at this point that the author may 
err in the direction of oversimplification. 
The integration program which the SEC 
is carrying forward may, as he says, 
revitalize the utility industry, free it from 


many financial perils, and provide an at- 
tractive source of capital for future in- 
vestors. But the results of the integra- 
tion motions which have been made by 
the SEC to date have yet to prove this 
very conclusively. 





A Check-up on the Taxicab 


HE taxicab, for a quarter of a cen- 
Yeo a feature of American life, 
maintained its position in 1940 as one of 
the major metropolitan transportation 
factors. The taxicab traces its origin to 
the chartered service of horse-and- 
buggy days. But the modern cut-rate 
cab is anything but the exclusive, aris- 
tocratic conveyance which only the more 
afluent of a bygone era patronized. 

In cities such as Washington good cab 
service is so inexpensive that it is noth- 
ing unusual to see an humble colored 
laborer hail a cab at the end of a day’s 
work to take him from the scene of his 
toil to his home or favorite tavern. 

The Research Bureau of the World 
Wide Advertising Corporation of New 
York city recently published a survey 
of taxicab transportation in major cities 
of the United States during 1940, which 
gives us a sort of bird’s-eye view of this 
growing but still young transportation 
industry. 

There are now about 65,000 taxicabs 
in operation throughout the United 
States, which carry about 780,000,000 
passengers a year. The average ratio of 
taxicabs per one thousand population, 
however, varies widely in different 
cities. In New York, there is one cab 
per 635 population ; in Chicago, one per 
1,300; one per 3,290 in Philadelphia ; one 
per 504 in Boston. The greatest density 
of taxicabs in proportion to population 
appears to be in the nation’s capital, 
where there is one cab for every 200 
people. New York city has the greatest 
number of cabs with 11,600, which, inci- 
dentally, is a reduction from the 12,300 
operated in New York city during the 
preceding year, 
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F  peneey to the World Wide Re- 
search Bureau, the year 1940 wit- 
nessed the popular acceptance of the 
landaulet type of cab with the slide-back, 
open top and glass window roof. The 
New York World’s Fair did not seem 
to be particularly helpful to the taxicab 
business in the metropolitan area. In 
fact, during the summer months of 
1940, taxicab volume reached a low ebb. 

Labor disturbances were not found to 
be so prevalent during 1940 as in pre- 
ceding years. Thirty cities reported 
strikes, including New York, Philadel- 
phia, Pittsburgh, St. Louis, New Or- 
leans, Boston, and Detroit. Most impor- 
tant was the strike in New York city 
last March against the two largest oper- 
ators affecting 3,000 cabs. It was called 
by the Transport Workers Union 
(CIO) in an attempt to raise the driver’s 
commission to 45 per cent of gross re- 
ceipts. After five weeks the strike was 
settled with the rate of 424 per cent for 
the driver remaining in force. 

In the larger cities the average cab 
driver is a man around forty who has 
made the job a permanent one through 
organization. In cities where there is no 
limitation on the number of cabs per- 
mitted, or where “zone” or low flat rates 
exist, the driver’s compensation is gen- 
erally lower than in communities where 
service is restricted and rates are me- 
tered. 

An increasing element of risk in the 
occupation of driving taxicabs involves 
hold-up robbery. In 1940, 54 cities re- 
ported hold ups, wounding, and in some 
cases death of, cab drivers by bandits. 
To protect drivers, some cities enacted 
laws compelling separation of the driv- 
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TAXI HEAVEN 


er’s seat from the passenger compart- 
ment. In cities where ordinary sedans 
are used without such separation, the 
“stick up” of the driver is more preva- 
lent. 

Because most taxicab drivers are 
family men beyond the years for selec- 
tive military service, the draft had no 
perceptible effect on employment condi- 
tions. However, general business activ- 
ity, attributed to the war stimulus, re- 
sulted in a number of men who were 
temporarily driving cabs as makeshift 
jobs now turning to other lines. Insur- 
ance protection for the taxicab pas- 
senger was the subject of legislation in 
44 cities during 1940 and established 
what seems to be the general prevailing 
coverage of $5,000 maximum for a sin- 
gle passenger, $10,000 for two passen- 
gers, and $1,000 for property damage. 


n the 19 cities reporting the limitation 
of the number of taxicabs, methods 


of limitation vary. In Cincinnati, a local 
commissioner holds public hearings to 
decide on applications for certificates of 
convenience and necessity. In Los An- 
geles there is discretion of the govern- 
ing body. In Baltimore the number is 
fixed by ordinance. A number of cities 
base their limit on the ratio between the 
number of cabs and the population. In- 
dianapolis specifies one cab per thov- 
sand; Denver and San Diego one per 
thousand; and Seattle and Portland one 
per 2,500. 

The trend towards restricting the in- 
dustry was found to result principally 
from efforts to curb cruising and reduce 
traffic congestion in cities of more than 
500,000. Not all cities require licensing 
of drivers and some are very strict. In 
Denver, the applicant’s driving habits 
are tested by having him drive a police 
scout car for officers on two 12-hour 
shifts. In Beaumont, Texas, licenses 
may not be issued to persons who have 
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not driven vehicles on Beaumont streets 
for two years. 

Some Jim Crow practice was noted in 
the South, but largely by voluntary cus- 
tom rather than formal laws requiring 
segregation of white and colored cabs. 
In Georgia the supreme court decided 
against an Atlanta ordinance which 
would have required colored passengers 
to be driven by colored drivers in cabs 
with special markings. 

The conditional sales contract, where- 
by drivers are permitted to buy cabs 
through small daily instalments, is still 
in use in Washington, D. C., where it is 
commonly charged that drivers are vic- 
timized and that the practice has re- 
sulted in a padrone system. In New 
York city, however, a higher court up- 
held the police commissioner in ruling 
against conditional sales contracts. 


a... World Wide Research Bureau 
reported better business conditions 
and earnings resulting from the replace- 
ment of equipment in large cities of a 
nature especially designed for the taxi- 
cab business. The depression brought 
into use a number of light-weight cabs 
—usually ordinary stock model passen- 
ger automobiles, which were used for 
about 60,000 miles with the idea that 
they then might have a higher resale 
value. Legislative restrictions on such 
practice and higher standards generally 
among used car dealers seem to be slowly 
replacing the light-weight cab with more 
serviceable equipment. 

Here are a number of interesting facts 
about the taxicab business, reported by 
the World Wide Research Bureau : 


“Taxicab,” of course, is an abbreviation 
of “Taximeter-Cabriolet”—a vehicle carry- 
ing an instrument for automatically regis- 
tering the fare. Before the days of the auto- 
mobile, a cabriolet was a light, 2-wheeled, 
horse-drawn carriage. The name “cabriolet” 
is the diminutive of the French “cabriol” 
meaning “a leap” like that of a goat, and 
was applied to this type of carriage because 
of its light, bounding motion. “Cabriole,” 
came from the Italian “capriola” meaning 
“a somersault,” from Latin, caper, “a he- 
goat,” capra, “a she-goat.” 

The first built-for-the-purpose taxicab 


with gasoline engines appeared on the streets 
of Chicago in 1915. 

Taxicabs in New York city take in over 
$35,000,000 a year in fares, a per capita aver- 
age of $5 per annum, and travel over 1,000,- 
000 miles a day, using about 75,000 gallons 
of gas. 

The largest operator of taxis in New 

York employs 3,800 drivers. 
_ Some taxicabs, now in the jalopy class, 
in use on the streets of New York have 
traveled over 320,000 miles in the ten years 
of usage given them. 

The average taxi driver generally works 
about ten hours daily. During that time his 
actual driving time is less than five hours, 
giving him about the same time idling or 
waiting for calls. 

Taximeters are precision instruments with 
such a degree of accuracy that saturation 
was complete several years ago. Some meters 
in use are over twenty years old. 

Two cities in the United States have cab 
operators who receive more than 1,000,000 
telephone calls each year for taxicabs. 

Women predominate as taxi riders in the 
larger cities. The average number of per- 
sons carried in cabs with taximeters is about 
1% person per trip. 

In New York city and most cities using 
taximeters, the average cab trip is two miles 
and the fare less than 60 cents, not counting 
tips. 

Women cab drivers are the exception to 
the rule and are employed or own cabs in 
a few cities such as New Bedford, Massa- 
chusetts, and Windsor, Ontario. 

_ A rainy day in New York often means a 
jump in revenue for the 11,620 cabs of 
$20,000 or more for the day. 


The average taxicab consumed over 3,500 
gallons of gasoline in 1940 compared with 
an average of 725 gallons for private cars. 


LG soca the last year the railways be- 

gan to take account of the class of 
taxi service given to travelers at their 
terminals and the responsibility of the 
operators. 

Increased development in cab serv- 
ice has been noticeable at the air- 
ports of all large cities. Because of the 
usual distance of air fields from the 
downtown centers, air travel has been a 
lucrative development for the taxicab 
business. Airlines in turn have found 
the taxicab more convenient and flexible 
than the cumbersome bus, still common 
at many air terminals. 
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Engineers Consider Electrical 
War Developments 


MONG the numerous important papers 
presented at the recent annual win- 
ter convention of the American Institute 
of Electrical Engineers were several 
which discussed war-time developments 
in the electric field. For example, C. A. 
Powel and H. G. Barnett of the West- 
inghouse Electric & Manufacturing 
Company on January 28th told the Phil- 
adelphia meeting that an electric power 
system, proof against bombs and sabo- 
tage, was being installed at the navy yard 
in Portsmouth, Virginia. The system, 
which is built like a spider web, is an 
American invention, although Mr. Powel 
feared that the Germans had already 
copied it. He stated that during a busi- 
ness trip to Germany in 1938 he noticed 
evidence that the Germans had imitated 
the spider-web system for the protection 
of shipyards and armament factories. 
The system, according to the Westing- 
house engineers, should be installed in 
all the new airplane, machine-tool, and 
tank factories which were being built in 
the United States. The ordinary power 
system, Mr. Powel explained, was fed 
by a high voltage line from a public util- 
ity generating station. Huge transform- 
ers at the factory “step down” the volt- 
age for industrial requirements. The 
power is then carried to the various parts 
of the plant by lines which run out from 
the transformers like the spokes of a 
wheel. Damage to the high-voltage line, 
therefore, would result in cutting the 
power off from the entire plant, while 
destruction of even one of the “spokes” 
would leave an entire unit of the plant 
without power. 


Ox the other hand, in the spider-web 
system the “spokes” are connected 
by cross wires, so that if one of the 
“spokes” is severed the unit it serves 
would continue to receive electric power 
through the cross wires. Further, it was 
explained, instead of reducing the high 
voltage to low voltage at a central sta- 
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tion which is vulnerable to attack, the 
“stepping down” is performed by a net- 
work of small transformers scattered 
throughout the industrial plant. 

As further protection, the current is 
fed into the plant along two or more 
scattered high-voltage lines. Mr. Powel 
added: 

_ Thus the danger of a serious power failure 
is reduced to a minimum. A lucky hit by a 
bomb could wreck one section of the power 
system, but could not damage the whole 
network of wires and transformers, And it 
would take a determined, well-organized 
gang of saboteurs to put such a system out 
of commission. 

Another good reason in its favor is that 
the spider-web system is no more expensive 
and often even less expensive than the old 
system. In some plants we have made sav- 
ings as high as 20 per cent. 


A new 220,000-volt transmission line, 
recently completed in Illinois to carry 
the electrical equivalent of more than 
200,000 horsepower a distance of 150 
miles into Chicago, was described by H. 
E. Wulfing, T. G. LeClair, M. S. Old- 
acre, and F. O. Wollaston of the Com- 
monwealth Edison Company. The line 
is so constructed that if a short circuit 
occurred switches at both ends of the line 
would open automatically and cut off 
power in one-sixth of a second. 


HE Chicago men reported that radio 

waves had been impressed on the 
transmission wires to perform major 
control functions. Radio, when used this 
way, is called “carrier current,” and 
differs from space radio, commonly used 
in broadcasting, as it is restricted to the 
power line and is actually superimposed 
on the 220,000-volt circuit. This carrier- 
current radio has three distinct bands 
and is modulated to provide eight chan- 
nels over which many diversified opera- 
tions are performed. It is essential that 
the carrier-current radio be in continu- 
ous operation, so there is an arrange- 
ment, should the radio stop, to give an 
alarm to the operators in the stations. 
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Two of the eight radio channels are 
used for telephoning, so that, although 
the line itself may be carrying 220,000 
volts, telephone conversations may be 
held over it with an ordinary telephone. 

S. K. Waldorf, of the Pennsylvania 
Water & Power Company, reported on 
successful methods used to protect trans- 
mission lines against lightning. Magnetic 
recorders installed on transmission tow- 
ers, he said, told when lightning had 
struck and the magnitude of the stroke. 
These recorders recently revealed, he 
added, that two highly insulated trans- 
mission lines operating at 200,000 volts 
were struck by lightning 573 times in a 
period of several years without once be- 
ing affected. Miss Edith Clark and S. B. 
Crary of the General Electric Company 
described the stability limitations of long- 
distance alternating current transmission 
systems. 


O* January 27th the Philadelphia 
meeting of the American Institute 
of Electrical Engineers heard Dean 
Joseph W. Barker of the Columbia Uni- 
versity School of Engineering discuss 
the possibilities of airplanes equipped 
with television, flying above battlefields 
and relaying their observations direct to 
general headquarters. 

The all-seeing “Martian eye” was de- 
scribed by Dean Barker as one of the 
“new techniques that might be looked 
for as the result of emergency stimula- 
tion” brought about by the needs of the 
national defense program. He added that 
the War and Navy departments forbade 
him to discuss in detail this latest po- 
tential power weapon in America’s arma- 
mentarium. The dean said : 


We do not have to let the imagination 
run wild to picture the possibility of an air- 
plane equipped with television flying over 
the battlefields while the troop commander 
and his general staff gather about the view- 
ing screen at general headquarters and have 
instantaneous and accurate information as 
to events on the front line. 

War or no war, the very best brains of 
both scientists and engineers are working 
on the problem of improvement of existing 
forms and the development of new forms 
of communication. 


It was learned from engineers attend- 
ing the convention that experimental 
television broadcasts from airplanes to 
land stations had been made successfully, 
although the screen pictures were not so 
clear as those produced in studio broad- 
casts. The engineers pointed out that with 
the help of television the command- 
ing general would know instantly not 
only what his own troops were doing, 
but also the doings of the enemy. This 
knowledge would enable him to flash or- 
ders to the front to strike at weaknesses 
developing in the enemy’s lines, or to 
rush reinforcements to points in his own 
lines which were hard pressed. 


— United States communication 
system was rated by Dean Barker 
as “probably better” than that of any 
other country. Citing the vast extent of 
America’s telephone and _ broadcasting 
systems, he said that “we have developed 
the transmission of photographs and 
maps by wire to a point of perfection 
equal or superior to that of any nation.” 

The electrical power resources of the 
United States have a generating capacity 
of 42,000,000 kilowatts, four times as 
great as they were in 1918, it was re- 
ported before the engineers by N. E. 
Funk, vice president of the Philadelphia 
Electric Company. He said this capacity 
was well ahead of immediate require- 
ments for national defense production. 
He stated: 

The nation is now using about 28,000,000 
kilowatts of its electrical capacity, which 
leaves 14,000,000 kilowatts for reserve and 
additional loads. By 1942 we estimate that 


the nation will have increased its available 
power to 47,000,000 kilowatts. 


Discussing what would happen if pres- 
ent resources were strained by produc- 
tion demands, Mr. Funk said that a 
reservoir of power could be tapped by 
staggering working hours through two 
or three shifts to use capacity which was 
now idie during some parts of the day. 
He asserted: 


There are 270,000 people, enough to fill 
7 army divisions, now employed by the 
power companies, who are at their stations 
ready to do their bit in this national mo- 
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“NEXT TIME YOU’RE INSTALLING A PHONE TAP FOR ME, YOU HAD BETTER 
CONFINE YOUR PERSONAL CONVERSATION TO A DEAD CIRCUIT” 


bilization of men and power for national 

defense. 

He described how the power stations 
of the individual systems of the country 
were interconnected, explaining that a 
similar system had kept in operation the 
electrical system serving London after 
months of intensive bombing. 

He stated: 

In any large power system, generating 
capacity is installed at different widely sepa- 
rated locations. Generating stations are in- 
terconnected by means of high capacity 
transmission lines. Also systems are hooked 
together. Damage to one station or system, 
therefore, does not affect the other stations 
because the interconnecting lines are opened 
automatically and the damaged area iso- 
lated. : 

That’s why London keeps going after 
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months of raiding. They have this type of 
system. Service to the bombed areas is 
quickly restored by disconnecting the dam- 
aged equipment and feeding electricity from 
nondamaged areas by way of these inter- 
connecting lines. We can do this better than 
they do in Europe because our power sys- 
tems are more efficient and more modern. 


J V. B. Duer, chief electrical engineer 
e for the Pennsylvania Railroad, told 
the engineers that the country’s railroads 
were prepared to meet any emergency. 
He said: 

Like the power system, large transpor- 
tation systems not only have the ability to 
use alternate routes in case of trouble in 
parts of their systems, but are continually 
following this practice in cases where serv- 
ice is deranged by emergency conditions. 
Operating personnel has been trained to use 
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alternate routes available when necessity for In a session of the institute on Janu- 
switching routes arises. ary 30th, James Hillier, A. W. Vance, 

Dr. R. W. Sorensen, head of the De- and V. K. Zworykin, of the Radio Cor- 
artment of Electrical Engineering at poration of America, discussed a new 
the California Institute of Technology and simplified model of an electron 
and president of the American Institute microscope for exploring into the “dark- 
of Electrical Engineers, stated ina radio est Africa of the material world.” The 
address over NBC that many of the 18,- newest model was said to be less than 
(00 members of the institute, every one half the size of an earlier model and, 
of them an expert in his field, were en- therefore, more adaptable to general 
gaged in defense activities. laboratory work. 





Never a Dull Moment in the Utility Business 


T= still new year of 1941 has already furnished several unusual kinks 
in the line of utility service. Take the great battle of the North Platte, 
for instance—reported in the Nebraska State Journal on January 11, 1941. 
This featured a running gun play between a policeman and a Mexican coal 
thief. It proved that crime does not pay. At least, it doesn’t pay the tele- 
phone company, because a stray bullet from the policeman’s gun hit a tele- 
phone cable and put 50 phone lines out of service. This caused as much 
excitement as the robbery. The cable target was so inconspicuous that if the 
policeman purposely had fired at it from the position given, he probably 
couldn’t hit once out of ten rounds of ammunition. 

But that’s the way it goes. Consider the sad fate which overtook a 
respectable wild coyote at the Alice oil fields in Jim Wells county, Texas. 
Wouldn’t happen again in a million years, but it did occur, according to 
The Richmond News Leader, on January 20th. Seems this coyote was 
ambling along the desert trail, smelling cactus plants or whatever wild 
coyotes do when they are minding their own business, when, lo—a 2-inch 
pressure line exploded. A length of gas pipe was blown out and, much to 
the coyote’s surprise and chagrin, wrapped itself right around his neck— 
killing him instantly. A strange lariat and a strange end for a Texas coyote 
—gas-piped in mid-desert just like a Tenth avenue gutter bum. 

In the utility rate department we have two more weird items. The 
first was another crime—or double crime, we should say. On January 9th, 
a burglar broke into the San Antonio apartment of Mrs. Waldo Graff 
and stole some linen goods. That was crime No. 1. But what peeved Mrs. 
Graff no end was the discovery that the thief had run up a $20 toll on a 
telephone call to St. Louis. Wonder what number he called? Anyhow, the 
last daffy item concerns a man in Purcell, Oklahoma, whose electric meter 
started to run backwards and who ended up with the electric company 
owing him money. 

It’s things like these which must furnish the inspiration for those plays 
by William Saroyan. Take ’em away, Bill, they’re all yours! 
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TVA Defense Construction 


HE Tennessee Valley Authority is switch- 

ing emphasis to national defense produc- 
tion without disrupting normal operations, 
Congress was told recently. Requesting $30,- 
036,000 for defense emergency construction 
and $39,764,000 for their regular program for 
the next fiscal year, TVA officials contended 
that so far as power operations were con- 
cerned, the authority already was on a self- 
liquidating basis. 

David E. Lilienthal said TVA engineers 
were rushing to complete the defense project, 
Cherokee dam, a near-by steam plant, addi- 
tional generating units at existing reservoirs, 
and spending $6,500,000 rehabilitating and im- 
proving nitrate plant No. 2 at Muscle Shoals 
to supply explosives. 

He disclosed that in speeding the construc- 
tion of the Cherokee dam and the Watts Bar 
steam plant, TVA officials had purchased a 
great deal of equipment through negotiation, 
rather than on competitive bids. 


Hit Power Plan 


gems ying of thirteen western states 
voted on February 7th at a “Governors’ 
Council on State Rights” unqualified opposi- 
tion to any proposal for creation of “power 
yardsticks” similar to the TVA, anywhere 
west of the Mississippi river. 

The governors and water experts, meeting 
at Denver, Colorado, aimed a strongly worded 
resolution, adopted after day-long debate, at a 
proposal before Congress for creation of an 
Arkansas Valley Authority to take over all 
dams and reservoirs of the White, St. Francis, 
Arkansas, and Red rivers in eight states in- 
volving 308,165 square miles. 

Governor Ralph L. Carr, of Colorado, Re- 
publican, who called the conference “to pre- 
vent Federal control of our water from strip- 
ping western states of everything but their 
names,” said the resolution included proposed 
or planned “power yardsticks” for the Cen- 
tral valley of California, the Columbia river, 
and the Colorado river. 


Bonneville Feared 


yer tad apprehensive of Bonneville elec- 
tric power-marketing policies, representa- 
tives of smaller publicly owned power systems 
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of Oregon and Washington met at Tacoma, 
Washington, on January 3lst and organized 
the Northwest Public Power Association. The 
association will also include Idaho and Alaska 
utility men. 

The new organization in a formal resolu. 
tion demanded that marketing of Columbia 
river power be vested in a corporation con- 
trolled by a board of directors consisting main- 
ly of appointees from publicly owned systems 
operating their own electric plants. 

B. Leans, superintendent of light at 
Cheney, was elected president of the associa. 
tion, which includes representatives from Ta- 
coma, Seattle, and other municipal plants, pub- 
lic utility districts, and the rural electrification 
authorities of Oregon and Washington. 

The resolution called for a nonprofit mar- 
keting agency to be established by Congress, 
but locally controlled to circumvent the “con- 
centration of control by Federal bodies not 
responsive to local bodies vitally affected 
thereby.” 

Among other officers of the association are 
J. W. McArthur, Eugene, vice president, and 
H. D. Walker, Cheney, secretary-treasurer. 


St. Lawrence Project 


EVELOPMENT of power facilities of the St. 
Lawrence river would make available 
more than 1,000,000 horsepower of hydroelec- 
tric energy urgently needed in the national 
defense program, according to testimony of 
Leland Olds, chairman of the Federal Power 
Commission. 3) 
Olds recently told a House appropriations 
subcommittee preliminary work on the power 
development already was under way so that, 
should Congress authorize the St. Lawrence 
navigation and power project, the power might 
be available by 1945. “1 
Demand for power already is straining the 
facilities at Niagara Falls, he said, adding 
that 100,000 kilowatts are being imported from 
Canada because Niagara’s resources are in- 
adequate to meet the demand. oo 
The New York State Power Authority, in 
its annual report, submitted at Albany to the 
state legislature on February 3rd, urged the 
governments of the United States and Canada 
to come to an early final agreement on the 
proposed St. Lawrence seaway and power 
project so that construction work in the In- 
ternational Rapids section may be started. 
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The report also called upon Congress to the right to approve locations of power works 
enact enabling legislation, upon agreement of to be erected in the state under the proposed 
the two countries, to give the state authority plan. 


R 
Arkansas 


; Mr. Emerson said the Arkansas Louisiana 
Vote to Acquire Gas System Gas Company now is paying 39 cents per thou- 


RESOLUTION authorizing Mayor Satterfield sand cubic feet at the gate and distributing it 
A “to take all necessary action” to acquire for 55 cents. He told the council “they are buy- 
the present gas distribution system in Little ing it from themselves” and could secure a 
Rock “to obtain cheaper gas for distribution much cheaper rate if they desired. 
to consumers” was adopted by the city council All services necessary in investigating the 
on February 3rd. proposed acquisition of the property would 

Alderman Emerson, chairman of the coun- be on a contingent basis. City Attorney Cooper 
cil’s utilities committee, which sponsored the Jacoway said his office would furnish legal 
resolution, said “ownership of this revenue- _ services. 
producing property will work similarly to that 
of the water department and will enable us to Flat Rate for Housing Project 
reduce the rates substantially and, at the same 
time, retain the profits that will accrue.” Little HE Little Rock Housing Authority will 
Rock consumers now purchase gas from the pay the Arkansas Power & Light Com- 
Arkansas Louisiana Gas Company. The city pany a flat rate of 2 cents per kilowatt hour 
acquired the water department in 1936. for electricity, with a guaranteed minimum of 

Mr. Emerson read a telegram from W. A. $65 per month, under a state utilities commis- 
Delaney, Jr., chairman of the board of direc- sion order issued last month. A 2,300-4,000- 
tors of the Louisiana-Nevada Transit Com- volt line will carry the current to the hous- 
pany, declaring the company would be inter- ing project. 
ested in building a line to serve Little Rock The LRHA, which will have a master meter, 
consumers provided necessary permits could is expected to include utility provisions in the 
be secured and sufficient business could be ob- rent charged residents of the housing project 
tained to justify the construction. to be built. 


3 
California 


Rate Reductions Announced An annual rate reduction of $250,000 for 
gas consumers of the San Diego Gas & Elec- 


R” L. Riley, of the state railroad commis- tric Company, effective March Ist, was also 
sion, recently announced a $1,500,000 re- recently announced by the state commission. 
duction in rates of the Southern California Electric customers will receive a reduction of 
Edison Company, Ltd. $200,000 annually, to be made effective later. 

This major adjustment in the rates of the Commissioner Justus F. Craemer said the 
Southern California Edison resulted from the reduction in rates, following the commission’s 
commission’s annual investigation of the com- regular investigation of the company’s opera- 
pany’s operation pursuant to its policy of con- tion, was more remarkable in that it followed 
tinuous investigation. The new lower rates a $200,000 reduction of only a few months ago. 
would be announced as soon as the staff of the He stated: 
commission and representatives of the com- “Since the inception of the commission’s 
pany have completed the complicated work of policy of continuous investigation four years 
making the new schedules. ago, reductions in rates of this company have 

The Southern California Edison Company been found justified periodically. The activi- 
serves 190 communities in the counties of ties of the commission, the city, and the com- 
Kern, Kings, Los Angeles, Orange, Riverside, pany have produced a consistent downward 
San Bernardino, Santa Barbara, Tulare, and revision in utility rates in the area served by 
Ventura, the company.” 

The new rates will become effective during Rates of the company have been decreased 
the month of March and it was believed prob- every year now for five years, and another 
able that upon completion of the commission’s rate review was promised by the commission 
study domestic and commercial rates would later this year. 
receive a greater portion of the reduction The territory affected includes the San 
throughout the company’s system. Diego area and a part of Orange county. 
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Connecticut 


U. S. Proposals Infeasible 


7 administration proposals, aimed at pro- 
viding a more adequate supply of power 
for industrial areas in the interest of national 
defense, were examined and found infeasible 
in the 1940 annual report of the Hartford 
Electric Light Company, recently released by 
Samuel Ferguson, chairman of the board. 

The two ventures were reported, to be con- 
struction of a Federal transmission system in- 
terconnecting manufacturing centers located 
between the Atlantic and the Mississippi north 
of the Ohio and Potomac rivers, and erection 
of a $13,000,000 dam to develop power and im- 
prove navigability of the Connecticut river. 

As head of one of the most progressive 
independent operating electric utilities, Mr. 
Ferguson’s opinions are respected in the in- 
dustry and in governmental circles. 

The Hartford Electric Light Company, serv- 
ing one of Connecticut’s vital manufacturing 
districts, has studied local conditions and con- 
ferred with other utilities to determine what, 
if any, plant expansion is desirable to provide 
ample facilities and sufficient power at all 
times for industrial customers producing es- 
sential war materials and equipment, accord- 
ing to Mr. Ferguson. 

He declared that at the same time “we have 
tried to determine whether or not the pro- 
posed Federal transmission system linking 
Chicago and Boston would show any practical 


gain above values provided by other means” 
Investigation reveals, he explained, “that this 
Federal proposal has no value proportionate 
to its cost and that it will accomplish nothing 
not better done by a moderate expansion of 
existing facilities.” 

He stated that the possible load requirements 
that might be imposed upon the company in 
the next two years were so great and deliveries 
of equipment so slow that the utility felt jus. 
tified in providing for an expansion of its gen. 
erating capacity at this time, and consequently 
proposes to add another 45,000-kilowatt unit 
to one of its plants. He also said that financ. 
ing of this addition to the extent of $4,000,000 
would be required later. 

In reference to the proposed Federal dam 
at Enfield, which was voted down by the last 
Congress, Mr. Ferguson pointed out that this 
development was urged as a dual project, for 
navigation and power. In examining conten- 
tions made by advocates of this measure, he 
denied that increasing navigability of the Con- 
necticut river between Hartford and Spring. 
field would effect any important saving in costs 
of transporting petroleum products, pointing 
out that already pipe lines accomplish this 
service, and therefore the project must be ad- 
vocated solely as a power development. 

The report showed that the company last 
year paid 27.4 per cent of its operating ex- 
penses for taxes—exceeding fuel by 1.4 per 
cent and labor by 2.5 per cent. 


District of Columbia 


Electric Rate Reductions 


i power schedules providing a $338,- 
324 reduction in rates, of which $89,585 
was allocated to residential customers, were 
submitted to the District of Columbia Public 
Utilities Commission on February Ist by the 
Potomac Electric Power Company. 

The new schedules, approved informally by 
the commission, would apply to this month’s 
meter readings. In effect, the new savings to 
the residential customers would mean a re- 
duction of 5 cents from the average monthly 
bill. The $338,324 figure represented excess net 
earnings during 1940 under a sliding-scale ar- 


rangement with the electric power company. 

Of the total reduction, $89,585 was appor- 
tioned to users of residential schedule A; 
$8,368 to suburban residential customers; $3,- 
906 to high-tension users under schedule L; 
$227,851 low-tension commercial customers 
under schedule E; $5,549 for suburban and 
rural commercial customers; and $3,065 to re- 
duce the Maryland Light & Power Company 
contract rate. 

The new urban schedule A is as follows: 
First 36 kilowatt hours at 3.90 cents per kilo- 
watt hour; next 100 kilowatt hours, at 1.80 
cents per kilowatt hour; and all over 136 kilo- 
watt hours at 1.50 cents per kilowatt hour. 


Massachusetts 


Lack of Interest in Bills 


Ee of interest in a score of bills scheduled 
for hearing before the committee on 
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power and light recently brought a threat from 
committee members that in the future the 
measures may be reported adversely and 
“thrown out the window.” State Senator 





Cuf 
pan 
littl 


THE MARCH OF EVENTS 


ames A. Gunn, Montague Republican, said 
members object to postponements. 

One measure, which was expected to attract 
interest, found no one in favor, but was op- 
posed by Sheldon Wardwell of the Massa- 
chusetts Gas & Electric Association as un- 
constitutional. The proposal would require 
electric companies to furnish light bulbs at 
one-half cost. 

Five measures seeking to abolish reconnec- 
tion charges by public service companies had 
only one proponent, Representative Walter A. 
Cuffe of Lynn, who declared that “the com- 
panies are charging too much and giving too 
little service.” John N. Worcester of the New 


England Telephone & Telegraph Company 
said that under the bill paying customers 
would have to pay charges incurred by non- 
paying customers. 

Senator Joseph L. Murphy of Boston, spon- 
soring his bill to prohibit service charges, ad- 
mitted that it was a “year in, year out” measure. 
Robert H. Holt for the Boston Consolidated 
Gas Company declared the proposed law 
would prevent the state department of public 
utilities from making promotional rates. 

A measure seeking to require bills for use 
of gas and electricity to be so itemized as to 
show the quantity charged for at each rate 
received no support. 


Michigan 


Gas Vote Plan Hit 


TATING that he had no argument with sin- 
ya believers in the municipal ownership 
theory, William G. Woolfolk, president of the 
Michigan Consolidated Gas Company, early 
this month released a bitter attack against De- 
troit Council President Smith, whom he ac- 
cused of attempting to “befuddle and mislead 
the voters with political claptrap, half truths, 
falsification, and scurrilous attacks on enter- 
prises and individuals.” 

Woolfolk’s formal statement was his answer 
toa Smith proposal published on February 2nd 
calling for a vote on April 7th on the mu- 
nicipal acquisition, ownership, and operation 
of the gas utility which was subsequently 
voted by the common council. The Woolfolk 


statement was made as an informal poll of 
the city council indicated that eight of the 
nine city legislators favored submission of the 
proposal at the April 7th election. Woolfolk 
stated in part: 

“In the ordinary sense of the word, the gas 
company is not for sale. However, we are per- © 
fectly willing to sell it to the city if the peo- 
ple decide that they want to go into the gas 
business and operate a municipal plant. Some 
sincere and honest citizens, those in private 
life and those in public life, like Mayor Jeff- 
ries, believe in the principle of municipal own- 
ership. 

“T have respect for their views and con- 
victions whether I agree with them or not, and 
fully recognize their right to urge the voter 
to follow them.” 


y 
Nebraska 


Abolition of Rail Board 
Proposed 


PROPOSED constitutional amendment abol- 
A ishing the state railway commission of 
five members, to be set up by the state legis- 
lature along population lines similar to the five 
congressional districts, was reported out to the 
general file recently by the committee on pub- 
lic works without a dissenting vote. The meas- 
ure, L. B. 10, was introduced by Tom Lam- 
bert, Columbus, member of the committee tak- 
ing favorable action. 

Salaries of the five proposed members would 
be $3,000 per year each, as compared with the 
$5,000 now paid each of three commissioners, 
if the legislature passes the bill and the elec- 
tors decide to amend. 

The measure provides that the proposed dis- 
tricts shall be numbered from one to five to 
correspond, as nearly as may be practicable, 
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in location and number, with the five congres- 
sional districts as they existed prior to the 
1940 census. Until such districts are estab- 
lished the five congressional districts as con- 
stituted shall be the Nebraska public utility 
districts. 

The members of the state railway commis- 
sion elected prior to adoption of the amend- 
ment, if adoption occurs, shall serve out their 
respective terms but as members of the utili- 
ties commission. 

Members of the proposed new commission 
would be nominated and elected on partisan 
political ballots. 


Tax Issue Arouses Opposition 


C- to the proposed purchase of the 
Iowa-Nebraska Light & Power Company 
electric properties by the Consumers Public 
Power District was recently crystallized in 
legal and legislative steps which have focused 
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attention on the reduction in taxes which 
would result from statewide public ownership 
of utilities. 

C. D. Ammon, Lincoln manufacturer and 
holder of bonds of the Consumers District, 
early this month sought a court opinion to 
clarify the tax status of the district. Mr. 
Ammon claimed to have legal advice that the 
districts are not free from public taxes. 


» 


Earlier, Speaker Howard of the state legis. 
lature had introduced a constitutional amend- 
ment providing that public power district 
property should be taxed on the same basis as 
the property of private utilities. Attorneys for 
the district vehemently protested that such leg- 
islation would make it impossible for them to 
finance their properties on the basis upon 
which they have been set up. 


New York 


Lists Rate Data with FPC 


HE Home Gas Company of Binghamton, 

through its treasurer, J. V. Colley, sub- 
mitted additional cost data to the Federal 
Power Commission in support of its petition 
for permission to charge increased rates for 
natural gas in New York state. 

A schedule of the proposed higher rates 
has been suspended until March 18th, pending 
the outcome of hearings before Ewing Simp- 
son, examiner. 

The company provides natural gas whole- 
sale to the New York State Electric & Gas 
Corporation; the Keystone Gas Company, 
Inc.; the Binghamton Gas Works; the Rock- 
land Gas Company, Inc; and the Rockland 
Light & Power Company. 


Tax on Merger Upheld 


¥ Bon United States Circuit Court of Ap- 
peals on February 3rd sustained a decision 
that the consolidation of two existing cor- 
porations was a transaction on which Federal 
transfer taxes must be paid. In handing down 
this ruling the court declined to upset the Fed- 
eral District Court’s decision that the govern- 
ment need not return $260,969 in such taxes 
paid in February, 1937, upon the consolida- 
tion of the Mohawk Hudson Power Corpora- 
tion and the Niagara Hudson Power Corpora- 
tion, under the latter name. 

“A consolidation is more than a change of 
form,” the court held. “It definitely changes 
the stockholders’ interests in a business, often 
more extensively.” 


¥ 
Ohio 


Study Gas Refund Offer 


——— city councilmen recently had be- 
fore them an offer from the Ohio Fuel 
Gas Company, submitted by the utility’s presi- 
dent, C. I. Weaver, on January 3lst, to split 
equally between the company and consumers 
$1,939,154 impounded by order of the Federal 
court pending outcome of present litigation. 

Under Weaver’s proposal consumers would 
receive $969,577 and the utility the same 
amount, with court costs being shared equally 
by the city and company. The money was paid 
by consumers between May, 1925, and June, 
1927, and a refund would go to those of that 
period. Unclaimed refunds would go to the 
city treasury. 

First reaction to the proposal was unfavor- 
able by at least three of the seven councilmen. 
Two indicated they would oppose any settle- 
ment that does not give most of the money to 
consumers, 

Weaver said he was in accord with all ef- 
forts to settle the refund case now in Federal 
court. He declared that he felt certain the 
findings of Special Master Gail H. Butt, who 
has heard testimony in the case and is pre- 
paring a report for Federal Judge Mell G. 


Underwood, would be appealed by either the 
city or utility. 

Under the proposal made by Weaver, the 
company would waive any right to collect an 
estimated $3,000,000 from consumers, which 
represents the difference between rates set by 
the utilities commission and rates actually paid 
by consumers. In his opinion, it would not be 
necessary to submit the refund agreement to 
the voters, Weaver said. However, the council 
was expected to ask City Attorney John L. 
Davies for an opinion on this matter, if the 
offer is given serious consideration at this time. 

Later in the year council will have to negoti- 
ate a new gas rate with the company, the pres- 
ent 48-cent rate, which the utility is appealing, 
expiring in November. The rate now being 
charged averages 56 cents per thousand cubic 
feet, set by the utilities commission, and from 
which the city is appealing in the Ohio Su- 
preme Court. 


Plant Probers Named 


Tt? Cleveland city council recently voted, 
18 to 15, for the creation of a. special 
committee to investigate the engineering and 
financial aspects of the municipal light plant, 
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after having been told by Utilities Director 
John A. Hickey that he was not satisfied with 
the performance of Peter F. Loftus, Pitts- 
burgh engineer, who designed and is super- 
vising construction of the $6,000,000 addition 
to the municipal plant. 

The inquiry will be the third of its kind 
since bungling in the planning of the new 37,- 
500-kilowatt generating station for the city 
utility was disclosed a year ago by a local 
newspaper. ts y 

The council utilities committee made an 
abortive effort to get to the bottom of rumors 
concerning irregularities in the project and 
then turned the job over to State Examiner 
Stephan A. Ryan, who had been unable to 
make a report because of other assignments. 

The committee that will make the new in- 
vestigation will be composed of Councilman 
Harry T. Marshall, chairman, and Council- 
man Harold T. Gassaway, Richard W. Zing- 
ler, Michael M. Lucak, and Mark McElroy, Jr. 

Hickey reveaied to the utilities committee 
that he was holding up $27,000 in fees due 
Loftus, and charged that the engineering staff 
on the project was inadequate. Loftus has a 
contract with the city entitling him to fees of 
more than $300,000. 


Competing Bus Lines Approved 


OLDING the “public interest to be para- 

mount,” the state utilities commission on 
January 3lst reversed its usual policy by au- 
thorizing two competing bus companies to 
carry passengers along different routes be- 
tween identical termini. 

The Red Eagle Bus Company of New- 
comerstown was permitted to carry through 
passengers between Canton and Columbus 
over U. S. Route 62 despite a Pennsylvania 
Greyhound liner certificate to serve the same 
two points over U. S. Route 30 and state 
Route 3. 

The decision was regarded in transporta- 
tion circles as opening the way for greater 
competition through parallel route operations. 

The commission opinion, to which Commis- 
sioner Roy D. Williams dissented, stated: 

“The essence of the testimony which im- 
presses us is the fact that there are several 
thousand people living along or in close 
proximity to U. S. 62, who do not have ade- 
quate transportation service. Our primary duty 
as an administrative body is to look first to 
the interest of the public which is to be 
served.” 


Oregon 


Power Line Fee Urged 


poe of inspection fees by all firms op- 
erating power, telephone, or transmission 
lines in Oregon was provided in a bill dropped 
into the senate hopper recently. State Sen- 


ator Ashby Dickson sponsored the measure. 
Safety devices would have to be installed, 
with frequent inspections by the state labor 
commissioner. 
Codperative companies would be exempt 
from the law. 


Pennsylvania 


Rate Case Revived 


FTER a lapse of two years, the state public 
utility commission recently revived a 
long-pending rate case against the West Penn 
Power Company and scheduled new hearings 
ina move to force a rate reduction. 

Chairman John Siggins, Jr., said the re- 
sumption of the rate case followed discussions 
with company officials for a negotiated rate 
reduction, which broke up without agreement 
between the PUC and the company. The com- 
mission scheduled six hearings in Pittsburgh, 
from February 19th through February 28th. 
They would be the first in the three and one- 
half year old rate case since January, 1939. 

The West Penn Company, serving 227,000 
customers in 16 counties of central and west- 
em Pennsylvania, including Allegheny, But- 
ler, Fayette, Washington, and Westmoreland 
counties, is one of the major electric utilities 
in the state. 
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With hearings restarted in the rate case, the 
commission, under the law, has the power to 
impose temporary rate reductions at any time 
during the conduct of the case. 

The state commission this month also con- 
ferred with representatives of the Edison 
Light & Power Company, York, in hope of 
arriving at a definite rate base on the “siiding- 
scale” principle. Record of an investigation 
into the utility’s rates has been closed for two 
years. The PUC called the session in hope of 
avoiding protracted litigation before issuing a 
final rate order. 

The company waged a futile fight in 1939 
to prove unconstitutional the commission’s 
power to impose temporary rates. 


PUC Control Urged 


3-way attempt to place under control of 
the state public utility commission all 
municipal authorities engaged in operating 
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public utilities was started on February 3rd 
in the state senate. 

Biils were introduced by Senators Franklin 
Spencer Edmonds, Philadelphia, and John M. 
Walker, Allegheny, Republicans, and Joseph 
M. Barr, Allegheny, Democrat, to insure “fair 
rates and eliminate danger of rackets.” 


Power Line Dispute 


be state public utility commission on Feb- 
ruary 3rd cited the Pennsylvania Power & 
Light Company for alleged violation of the 
Public Utility Law in connection with a dis- 
pute between the power firm and a group of 
farmers over the extension of power lines of 
the company into the Big Spring area of Cum- 
berland county. 

At the close of a recent long conference be- 
tween commission officials, representatives of 
the company, the farmers, and the Rural 
Electrification Administration, Commissioner 


Richard J. Beamish asserted that he believed 
action of the utility in attempting to construct 
lines in the area preémpted by an REA op. 
Operative constituted a violation of the Pub. 
lic Utility Law. 

The commission ordered an open hearing to 
be held on February 19th on the matter, which 
was climaxed when the group of farmers 
blocked efforts of company crews to erect 
power poles by filling hoies as soon as they 
were dug by the crews. 

John S. Wise, Jr., Allentown, president of 
the utility, said that his firm would attempt 
no construction in the preémpted area until 
some ruling has been made. It appeared that 
the codperative would “stand pat” on its 
theory that preémption of the territory gave it 
the right to provide rural electrification. A 
formal complaint was filed by the codperative 
with the commission on the attempt by the 
power company to construct lines on the pre- 
émpted land. 


Tennessee 


Political Control of Utilities 


HE hand of political control appeared to 

be reaching for the Memphis utilities in 
a bill introduced on February 4th in the state 
house and senate by the Shelby delegation. 
The bill offered two amendments to the act of 
two years ago setting up a board of light, gas, 
and water commissioners for Memphis. The 
original act provided the then-existing light 
and water commissioners should be the light, 
gas, and water commissioners until the ex- 
piration of their terms. 

Upon the expiration of their terms, their 
successors were to be elected by the Memphis 
city commission for 4-year terms. One amend- 
ment would provide that present utilities com- 
missioners “shall serve for a term of two 
years uniess sooner removed.” It was under- 
stood they were appointed somewhat less than 
two years ago. 

The second amendment would make a sig- 
nificant change in § 14. This section in the 
present law provides that the light, gas, and 
water commissioners shall be removed only 
for good cause, and after proper hearing by 
the board of commiss‘oners of the city of 
Memphis. The amended § 14 would provide 
that the commissioners may be removed at the 
will and pleasure of the board of commission- 
ers without the necessity of a hearing, or no- 
tice, and their action in removing a commis- 
sioner shall be final. 


Court Upholds Act 


"ys ag tae gher td of 1937 public acts cre- 
ating local utility districts and exempting 
them from assessment by the state utilities 
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commission was upheld on February Ist by 
the state supreme court. 

The opinion, written by Justice A. W. 
Chambliss, and ruling that the state legislature 
had the right to exempt these public corpora- 
tions from commission assessment, was deliv- 
ered in a test suit brought by the First Subur- 
ban Water Utility District and the Madison 
Suburban Utility District of Davidson county. 
Both had appealed assessments by the com- 
mission, which judged the creating acts un- 
constitutional. 

Justice Chambliss’ ruling held that there 
had been no unlawful delegation of adminis- 
trative authority. 


Utility Bills 


for Republican members of the state house 
of representatives on January 30th intro- 
duced a bill to provide for assessment of pub- 
lic power distribution agencies to replace taxes 
lost by acquisition by the Tennessee Valley 
Authority and other agencies of private power 
properties. 

Walter White, of Graysville, who intro- 
duced the bill along with John Waddell, of 
Sneedville, J. G. Crumbliss of Kingston, and 
John Holtsinger of Morristown, recalled that 
Governor Cooper had said the state lost $693,- 
000 in taxes through TVA purchases and 
added, “many east Tennessee counties lost at 
least a third of their revenue.” 

The bill would provide for assessments to 
be made by the state utilities commission on 
the same basis on which private utility prop- 
erties are valued but would not apply to power 
boards or municipalities owning property as 
of March 1, 1934. 
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Another measure, introduced by Senator 
Mahoney of Chattanooga, would place persons 
engaged in transporting household goods 
within a city under the jurisdiction of the state 
utilities commission, giving the state agency 
authority to set regulations, fix charges, and 
make rules for the business. 


A bill clarifying the original Nashville 
Power Board Act and more clearly defining 
its powers was introduced in the house on 
February 10th by Representative Charles H. 
Rutherford, Jr., of Nashville. The bill already 
had been introduced in the state senate by 
Senators White and Bass. 


Utah 


Utility Bill 

ovERNOR Maw recently caused to be in- 
G troduced in the state legislature a bill 
for widespread reorganization of the state 
government. Among other features would be 
the setting up of a “department of business 
regulation,” which would be headed by a 
bipartisan board of three full-time commis- 
sioners, and would take over functions of state 
bank commissioner, insurance commissioner, 
trade commission, public service commission, 
department of registration, securities commis- 
sion, and liquor control commission. 

With approval of the governor, the board 
could appoint a public utility administrator, 
a liquor control administrator, and a bank, in- 
surance, and securities administrator or ad- 
ministrators. 


Joins Fight over Stream Control 


HE Utah senate last month added its voice 

to the western clamor for national legis- 
lative action to counteract the effects of the 
recent U. S. Supreme Court decision expand- 
ing Federal control over streams. 

The body, by unanimous vote, passed a joint 
memorial by Senator Ed H. Watson, Demo- 
crat of Salt Lake City, urging Congress to 
submit constitutional amendments or enact 
legislation to return to the states the powers 
and rights over streams within their border 
which they have hitherto enjoyed. The meas- 
ure was approved without debate and copies 
were ordered sent to all members of the Utah 
congressional delegation in Washington. 

The memorial pointed out that the decision 
in the so-called New River Case had greatly 
abridged states’ rights with respect to streams 
and contended that it would permit the Fed- 


eral Power Commission to dictate to the states 
its own policy as to reclamation and other 
developments. 


Mayor Hits Union 


we utility employees meeting at 
Provo recently heard charges and 
countercharges as to the part labor had 
played in the public power dispute prior to 
establishment of the municipal plant. 

The meeting was called by Mayor Mark An- 
derson after nine employees of the plant had 
reportedly joined the International Brother- 
hood of Electrical Workers. Mayor Anderson 
charged the Utah Power & Light Company 
had invoked the idea. The mayor presented 
a statement in which he charged the Utah 
Federation of Labor “was taken in by the 
Utah Power & Light Company in July, 1938, 
when the power company found itself in need 
of support to stop Ogden and Provo from 
acquiring municipal plants.” 

He said the Utah Federation or any other 
group has a right to oppose municipal owner- 
ship, “but when an organization is sworn to 
oppose municipal ownership, then we have a 
right to object to its having anything whatever 
to do with the operation of our municipal 
power plant.” 

William Myers of Salt Lake City, organizer 
for the brotherhood, said the Utah Federation 
has in no way contacted any employee of the 
Provo power department, and “although we 
are affiliated with the United States Federation 
of Labor, they have nothing to do with our 
organization.” He said he would welcome an 
investigation by a committee appointed by the 
city commission to deterinine if the electrical 
workers’ union is in any way a tool of the 
Utah Power & Light Company. 


Wisconsin 


Natural Gas Study Asked 


A of the effect of introducing nat- 
ural gas into Wisconsin was asked of the 
state public service commission in a joint 
resolution introduced in the state senate re- 
cently by Senator Milton T. Murray, Re- 
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publican of Milwaukee. The _ resolution 
asked that the natural gas investigation 
be made as soon as possible and that the find- 
ings be reported to the legislature. A bill was 
pending at the time in the senate to levy a tax 
on natural gas in the event it is introduced 
into Wisconsin. Action on the bill would be 
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delayed until after a vote was taken on Mur- 
ray’s resolution for the natural gas study. 
A number of companies have made applica- 


tion to the commission for permission to pj 
natural gas into Wisconsin and into the Madi- 
son trading area. 





Among the State Commissions 


bd gee J. Armstrong, chief conserva- 
tion officer for the oil and gas division 
of the Oklahoma Corporation Commission 
since 1924, moved up to a place on the com- 
mission on January 13th as a result of his elec- 
tion in November, to succeed Commissioner 
A. S. J. Shaw. Mr. Armstrong will continue 
in the role of conservation officer as well as a 
member of the commission. 


Ernest O. Thompson was recently desig- 
nated chairman of the Texas Railroad Com- 
mission. Olin Culberson, Democrat, has been 
elected to succeed former Chairman Lon A. 
Smith, Democrat, who was not a candidate to 
succeed himself in the November elections. 


Walter K. Granger, former member of the 
Utah Public Service Commission, is now a 
member of Congress. J. Allen Crockett, sec- 
retary, has been elected as judge for the third 
district. 


The functions of the Louisiana Public Serv- 
ice Commission were recently transferred, un- 
der a new statute, to a newly created depart- 
ment of public service. Colonel P. A. Frye, 
secretary of the commission for many years, 
is now director of public service. Commission- 
ers Wade O. Martin and John S. Patton re- 
main on the commission. Commissioner James 
P. O’Connor, Jr., has been succeeded by Nat 
B. Knight. 


Commissioner Don McIntyre, of the Mich- 
igan Public Service Commission, died last De- 
cember. His successor had not been appoint- 
ed at this writing. 


Carroll Meins, Republican, has been ap- 
pointed to succeed Hon. Joseph R. Cotton, Re- 
publican, as chairman of the Massachusetts 
Department of Public Utilities. 


Carl Reed, Republican, has been elected to 
succeed M. P. Conway, Democrat, for a term 
of four years. 


Governor Lehman recently reappointed Milo 
R. Maltbie of New York city to a 10-year 
term as chairman of the state public service 
commission. The post pays $15,000 a year. 


Governor Ralph L. Carr last month an- 
nounced the appointment of two members of 
the Colorado Public Utilities Commission, 
subject to confirmation by the state senate. 
Henry S. Sherman, Denver attorney, was ap- 
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pointed to a full 6-year term, and B. Malcolm 
Erickson of Trinidad, a present member of 
the commission, was appointed to fill out the 
remaining four years of the term of William 
C. Danks, a Democrat, who was appointed to 
a 6-year term two years ago by Byron G, 
Rogers, then Democratic attorney general. 

Both jobs pay $4,200 yearly and are two 
of the most important within the jurisdiction 
of the governor, 


Harry M. Miller of Gallipolis, executive 
secretary to Governor John W. Bricker, last 
month was appointed a member of the Ohio 
Public Utilities Commission, effective Febru- 
ary Ist, by Governor Bricker. Mr. Miller suc- 
ceeded Roy D. Williams of Athens, who was 
a Republican appointment of former Gover- 
nor Martin L. Davey. The term is for six years 
and pays a salary of $6,000 a year. 


Perry McCart, chairman of the Indiana 
Public Service Commission, resigned on Janu- 
ary 14th, because of illness. Mr. McCart had 
been chairman of the commission for eight 
years. 

Governor Schricker on January 15th ap- 
pointed Frederick F. Eichhorn, Democrat, as 
chairman of the commission. 

Commissioner William A. Stuckey, once sec- 
retary of the commission, who was appointed 
as a member of the commission in 1939, has 
been reappointed for a 4-year term. 


Commissioner M. Reese Hattabaugh was 
recently designated president of the Idaho 
Public Utilities Commission. 


Governor Homer M. Adkins has appointed 
Charles G. Miller, Joe W. Kimzey, and Her- 
bert E. Proctor to succeed Commissioners 
Page, Wells, and Turnbow, respectively, as 
members of the Arkansas Corporation Com- 
mission. 


Commissioner Don R. Casados has been 
designated chairman of the New Mexico State 
Corporation Commission. Commissioner Rob- 
ert Valdez has been elected to succeed himself 
for a 6-year term. 

J. J. Romero has been named clerk, suc- 
ceeding Cosme R. Garcia. Ted P. Chase has 
succeeded Filo M. Sedillo as counsel. 


Will M. Maupin, former chairman of the 
Nebraska State Railway Commission, has be- 
come an owner and editor of the Clay County 
Sun, published at Clay Center, Nebraska. 
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The Latest 
Utility Rulings 


SEC Explains Views on Simplification 


Icolm Of Holding Companies 

er of 

It the 

liam STATEMENT of tentative conclu- of an integrated public utility system re- 
ed to sions of the Securities and Ex- tainable under the control of a holding com- 
n G, pany, and that these requirements may be 


ral, 
| two 
ction 


change Commission in the simplification 
proceedings of the United Gas Improve- 
ment Company under § 11(b) (1) of the 
Holding Company Act will be a guide 
to companies making proposals under 


met in the case of interests in nonutility 
businesses if their retention is found to be 
necessary or appropriate in the public in- 
terest or for the protection of investors or 
consumers and not detrimental to the 


utive , ; roper functioning of such system or sys- 
, last this law. Whether the companies agree he 

Ohio with the commission interpretation of , 

ebru- Applying these standards, the com- 


suc- 
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had 
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ap- 
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the law or not, they are now advised as 
to what the regulatory authorities may 
require. 

This statement was made in response 
to a request by the company at the be- 
ginning of integration proceedings. The 
commission stated that its conclusions 
made at the outset of the proceedings 
must of necessity be entirely tentative in 
character. Two of the clauses of § 11 
(b)(1) are interpreted as follows: 


In construing the standard established by 


mission determined that the single inte- 
grated public utility system to which the 
control of the United Gas Improvement 
Company should be limited is composed 
of the units of electric generating plants, 
transmission lines, and distribution fa- 
cilities owned or operated in the south- 
eastern portion of the state of Pennsyl- 
vania and in the adjoining northern por- 
tions of the states of Maryland and 
Delaware by named subsidiary com- 
Steam facilities 


hoa Clause (B) of § 11(b)(1), we have tenta- panies. operating “yr 
_ tively concluded that it means that a hold- Owned or operated by certain subsidia- 
has ing company may continue to control an ries in this area were said to be retain- 
—— ages — —_ or — able under the control of the holding 
additional to the “single” integrated public . : H 
laho utility systems only if all such additional COMP@any as interests m other businesses 
aho system or systems are located in the same Teasonably incidental and appropriate to 


nted 
Her- 
ners 
, as 
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been 


Rob- 


state or states in which the “single” system 
is located, or in states adjoining thereto. .. . 

Section 11(b) (1) contains two references 
to interests in “other businesses.” We have 
tentatively concluded that these provisions 
taken together mean that the commission 
must permit the retention of other busi- 
nesses, including investment interests in 
utilities not subsidiaries, which are found 
to be reasonably incidental, or economically 
necessary or appropriate to the operations 


the aforementioned integrated public 
utility system. The application of Clause 
(B) of § 11(b) (1) was held to preclude 
the retention under the control of the 
company of utility assets owned or oper- 
ated in Arizona, New Hampshire, Ten- 
nessee, Kansas, and Connecticut. Re 
United Gas Improvement Co. et al. 
(File No. 59-6, Release No. 2500). 


e 


State Commission Has Sole Jurisdiction over 
Interurban Carriers 


Eb California Supreme Court sus- the Venice Speedway without permission 
tained the right of the Bay Cities of the Los Angeles Board of Public Utili- 
Transit Company to operate busses in ties and Transportation. The court held 
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that a city ordinance giving the board au- 
thority in the matter was void because it 
conflicts with jurisdiction of the state 
railroad commission, which has sole 
jurisdiction over interurban carriers of 
this sort. 

The company has been operating under 
a certificate of public convenience and 
necessity issued by the state commission. 


When the local board attempted to exer. 
cise jurisdiction, the bus company filed a 
petition for an injunction to restrain en. 
forcement of the ordinance. A de. 
murrer to the petition was sustained in 
the lower court, but this ruling was 
voided on appeal. Bay Cities Transit Co, 
v. Los Angeles Board of Public Utilities 
and Transportation. 


New York Commission Reports on Associated 
Gas & Electric System’s Relationship 


4 a ® HIs story might well be entitled 

‘Journey’s End,’ ” said Commis- 
sioner Brewster of the New York com- 
mission in reporting on the commission’s 
extensive investigation of relationships 
existing between twelve operating utili- 
ties of the Associated Gas & Electric 
Company system and other persons 
and corporations affiliated therewith 
and the influence over the policies and 
actions of such operating utilities exer- 
cised by the affiliated persons and cor- 
porations. 

He states the purpose of the commis- 
sion is to stop the “siphoning of funds 
from the treasuries of the operating 
companies to the pockets of those indi- 
viduals and corporations engaged in 
milking the operating companies through 
the device of servicing and management 
contracts.” The commission report 
deals at length with the testimony and 
other evidence presented in proceedings 
begun on March 29, 1932. The report 
is largely factual, dealing with various 
intercompany charges and their pro- 
priety. 

Disobedience to a commission order 
issued in 1932 was condemned by the 
commission, which said that the oper- 
ating companies which had filed a peti- 
tion relating to that matter were, of 
course, aware of the fact that the mere 
filing of a petition to amend the provi- 
sions of the order did not excuse them 
from complying with its terms and pro- 
visions pending action by the commission 
on their petition for amendment. 

The commission required that journal 
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entries be prepared by such companies 
and submitted to the commission to show 
the manner in which the charges made by 
affiliates in the past were to be removed 
from their balance sheet and operating 
expense accounts should be entered upon 
the books of those operating companies 
without further delay. 

The funds of the New York State 
Electric & Gas Corporation and its con- 
stituent companies, which, according to 
the commission, had been improperly 
paid to affiliates, it was said, should be 
restored to the operating companies. 
The commission, however, recognized 
the fact that it did not have legal author- 
ity to institute and prosecute an action 
for the purpose of compelling restitu- 
tion by the parties responsible for “the 
improper diversion of the funds of these 
operating companies.” The commission 
continued : 

The responsibility for taking whatever le- 
gal steps may be required in order to com- 
pel a restitution of these funds rests, in the 
first instance, with the present management 
of the operating companies. If the present 
management of the companies refuses to 
perform its duties, the stockholders of the 
operating companies are of course per- 
mitted by law, after making proper deman 
upon the management and upon their re- 
fusal, to institute an action in behalf of the 
corporation in an attempt to recover funds 
of the corporations which have been ille- 
gally paid out or wasted in the manner pre- 
viously shown herein. This right on the 
part of the stockholders of the New York 
State Electric & Gas Corporation and its 
constituent companies, is, however, perhaps 
more theoretical than real when we consider 
that all of the common stock of the New 
York State Electric & Gas Corporation 1s 
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owned by the NY PA NJ Utilities Com- 
pany, a subholding company in the Associ- 
ated Gas & Electric system (which system 
has benefited by the diversion of funds from 
the operating companies) and that the pre- 
ferred stock of the New York State Elec- 
tric & Gas Corporation is largely held by 
the public and such stockholders are widely 
scattered throughout the United States. 


Responsibility for the management of 
the property and affairs of the Associ- 
ated system now resides in the trustees 
appointed for such purpose by the 
United States District Court for the 
Southern District of New York pursuant 
to the provisions of the Federal Bank- 


& 


ruptcy Act. It was said to be obvious 
that whether or not action was to be 
taken by the present management of the 
operating company to recover the funds 
would depend to a large extent upon the 
attitude assumed toward such action by 
the trustees. The commission said fur- 
ther, however: 


The only public official of this state who 
might maintain an action for the purpose 
of compelling the restoration of these funds 
is the attorney general. 


Re New York State Electric & Gas Corp. 
(Case No. 9587). 


Rural Cooperative Protected against Competition 


ee Tennessee commission is of the 
opinion that it would not be good 
policy or in the public interest for it to 
order a public utility under its jurisdic- 
tion to serve a customer already being 
served adequately by a cooperative, even 
though the codperative is not under its 
jurisdiction. This, it was said, would es- 
tablish a precedent which would seri- 
ously injure the program of rural elec- 
trification being carried on under the 
Rural Electrification Administration. 
This decision was made in a case 
where a group of customers of a co- 
Operative, located in a small subdivision, 
sought unsuccessfully to obtain service 
from a privately owned electric utility. 
It appeared that the utility company, in 
making arrangements for the purchase 
of power from the Tennessee Valley 
Authority, had agreed not to compete 
with the Tennessee Electric Power 
Company, the property of which had 


subsequently been acquired in this terri- 
tory by the cooperative. The contract 
had been approved by the commission, 
and the commission was of the opinion 
that it should not be disturbed. 

It seems that the purpose of the cus- 
tomers in seeking a transfer from the 
cooperative to the privately owned util- 
ity was to avoid the payment of a $10 
membership fee in the cooperative or- 
ganization and to avoid an amortization 
charge of one cent a kilowatt hour. The 
amortization charge is for the purpose 
of paying off indebtedness incurred in 
the purchase of the distribution system. 
Persons or customers served by the co- 
Operative, but not becoming members, 
must pay a higher rate. The commission 
did not consider that the amortization 
charge was a sufficient reason for the 
customers objecting to becoming mem- 
bers. Lance et al. v. Franklin Power & 
Light Co. (Docket No. 2402). 


e 


City Can Furnish Free Service to Public, Religious, 
And Educational Institutions 


Te supreme court of Ohio, by a 
divided court, held that the city of 
Cleveland could furnish free water serv- 
ice to public institutions and charitable 
and religious organizations. The atten- 


tion of the court had not been called to 
any charter or constitutional provision 
expressly inhibiting the free distribution 
of water by a municipally owned water- 
works to such customers. 
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A municipality operating a water- 
works, it was said, is engaged in a pro- 
prietary as distinguished from a govern- 
mental undertaking. The only general 
restraints imposed on the distribution of 
water are that the rates shall be reason- 
able and that there be no unjust dis- 
crimination among customers, taking 
into account their situation and classifi- 
cation. The majority of the court held 
that an ordinance requiring such free 
service was not invalid on its face, al- 
though it was said that questions relat- 
ing to the reasonableness of water rates 
or to unjust discrimination were not be- 
fore the court, nor was the court con- 
cerned with any considerations of policy. 

Three judges, in a dissenting opinion, 
expressed the view that a gift of water 
to the institutions named in the ordi- 


nance must be at the expense of other 
water users without their consent, and 
that the city had no right or power to 
divert surpluses arising from the opera- 
tion of municipal waterworks to the gen- 
eral purposes of the city or otherwise, 
much less to private, though charitable 
or religious, organizations. It was said 
that this was not a situation of a pro- 
posed discrimination as to rates, but 
rather a donation of the property of the 
city to numerous institutions. Judge 
Hart, delivering the dissenting opinion, 
said 
The giving of free water to these institu- 
tions is at least equivalent to a contribution 
of cash to their respective budgets. This is 
beyond, the power of any municipality to do. 
State ex rel. Mt. Sinai Hos pital of Cleve- 
land et al. v. Hickey, 30 NE(2d) 802. 


Powers of Ohio Commission over Rates 


In Municipality 


HE Ohio commission, it has been 

held by the state supreme court, has 
jurisdiction over complaints and appeals 
from municipal ordinances fixing rates 
for public utility service even though 
rates are fixed for a period less than 
two years. This question arose under a 
statute giving the commission authority 
to review ordinance rates and to fix a 
reasonable rate to be charged during the 
period fixed by ordinance “which shall 
not be less than two years.” This lan- 
guage, the court said, required construc- 
tion. 

The court continued : 

The city attributes to it the meaning that 
rate-fixing ordinances covering a period 
less than two years are withdrawn from 
the jurisdiction of the commission. The gas 
company contends that the above-quoted 


language, reasonably construed, must be 
held to mean merely that the order of the 
commission fixing a rate in substitution for 
that fixed by ordinance shall be effective 
for a period of not less than two years. We 
are inclined to the latter view. It cannot 
reasonably be said that the legislature in- 
tended or even contemplated permitting a 
municipality to escape the jurisdiction of 
the commission by passing successive rate- 
fixing ordinances covering periods of less 
than two years. To hold otherwise would 
be to say that, by the mere employment of 
that device, not only are public utilities 
denied the right to appeal to the commis- 
sion from such ordinances, but that the 
electors of the municipality concerned are 
likewise denied the right to appeal to the 
commission, notwithstanding the fact that 
an overgenerous or indifferent council ar- 
bitrarily fixes rates which are too high. 


State ex rel. Brainard v. McConnaughey 
et al. 30 NE(2d) 699. 


City Cannot Force Withdrawal of Mixed 
Gas Service 


HE supreme court of Ohio sus- 
tained a commission decision [see 
33 PUR(NS) 1] that a city ordinance 
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requiring a gas company to furnish un- 
diluted natural gas, instead of mixed gas 
presently supplied, called for a complete 
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withdrawal of present service, such as 
to require an application to the commis- 


sion. 

The court held that under the Ohio 
statutes the service of a public utility 
may not be abandoned or withdrawn, or 
its abandonment or withdrawal required, 
without the approval of the commission. 

The company had been in existence 
since the year 1837 and during that pe- 
riod had operated under several fran- 
chises of varying terms. First it served 
artificial gas until the year 1905. Then 
until 1925 the franchise provided for 
natural gas. From that year until 1930 
the franchise likewise provided for serv- 
ice of natural gas but permitted this to 
be supplemented with artificial gas. The 
next franchise provided for “natural gas 
or mixed gas (natural gas supplemented 
with artificial gas)” and also different 


rates for each kind. Subsequent fran- 
chises provided for mixed gas, and this 
arrangement prevailed until the passage 
of the present ordinance in 1939, the 
terms of which require the furnishing 
of only undiluted natural gas and hence 
prevented the further supplying of arti- 
ficial or mixed gas. 

The mixed gas service consists of fur- 
nishing a mixture of four varieties. The 
court said that if the company were re- 
quired to operate under the present ordi- 
nance, three of the four varieties of gas 
now served would of course be discon- 
tinued. The court was convinced that 
under the particular circumstances the 
required change in the nature of the serv- 
ice was so substantial as to be tanta- 
mount to an abandonment and with- 
drawal. City of Cincinnati v. Public 
Utilities Commission, 30 NE(2d) 797. 


Action Tending to Cripple or Destroy 
Established System Not a Public Convenience 


B Boon supreme court of Nebraska re- 
versed a decision of the commission 
denying authority to discontinue most 
motor passenger trains on a branch line 
of railroad, on the ground that the order 
was based on findings without support 
in the evidence and was consequently 
unreasonable and arbitrary. The court 
expressed the view that motor trans- 
portation trains operated on a branch 
line of railroad at a loss may properly 
be discontinued where adequate public 
transportation is otherwise furnished, 
though the main line is operated at a 
profit. The court quoted with approval 


e 


the statement that “anything which 
tends to cripple seriously or destroy an 
established system of transportation that 
is necessary to a community is not a con- 
venience and necessity for the public.” 

The loss of railroad transportation 
occasioned by operation of motor ve- 
hicles on highways constructed and im- 
proved at public expense, said the court, 
may properly be considered on such a 
contested application to discontinue mo- 
tor passenger trains operated at a loss. 
Chicago, Burlington & Quincy Railroad 
Co. v. Nebraska State Railway Commis- 
sion et al. 295 NW 389. 


Cooperative Held Subject to Commission Regulation 


tS New Jersey Board of Public 
Utility Commissioners ruled that it 
had jurisdiction over the Tri-County 
Rural Electric Company, Inc., organized 
under the auspices of the Rural Electrifi- 
cation Administration. The ruling re- 
sulted from a petition filed by the Jersey 


Central Power & Light Company, com- 
plaining that the cooperative was “‘invad- 
ing” the company’s territory in Burling- 
ton county. 

The cooperative contended that it did 
not offer its services to the public at large 
and hence was not a utility subject to 
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regulation. The utility contended that 
the co-op furnished services to anyone 
who qualified for membership by pur- 
chase of a single share of stock at $5. 


e 


The commission criticized the codp- 
erative’s effort to avoid state regulation, 
Re Tri-County Rural Electric Company, 
Inc. 


Other Important Rulings 


7. California commission held that 
suspension of service with no in- 
tention of reéstablishing it constitutes 
abandonment of operating rights and that 
rights so relinquished should be revoked. 
Re Operating Rights, Operations, and 
Practices of Common Carriers by Vessel 
(Decision No. 33548, Case No. 4394, 
Application Nos. 21556, 22299, 22690, 
23454). 


The California commission held that a 
motor carrier’s operative rights are in- 
divisible, and the commission will not au- 
thorize the transfer or lease of a certifi- 
cate covering but a part of a consolidated 
operative right. Re United Motor Trans- 
port Lines, Inc. et al. (Decision No. 
33570, Application Nos. 23461, 23559). 


A Federal court held that the Federal 
Motor Carrier Act, which provides that 
no interstate carrier operating solely 
within a state shall be required to obtain 
a certificate from the Interstate Com- 
merce Commission if he holds one from 
the state commission, applies to a certifi- 
cate of convenience and necessity rather 
than a certificate or a permit granted by 
the state under its police powers certify- 
ing that interstate traffic by the carrier 
between named points in the state will 
not injure the highway or affect public 
safety. Gulf Coast Motor Freight 
Lines, Inc. v. United States et al. 35 F 
Supp 136. 


The California commission refused to 
authorize the construction of a crossing 
at grade although a crossing was justi- 
fied, where the hazard exceeded existing 
inconvenience and traffic warranted a 


grade separation. County of Los An- 
geles v. Southern Pacific Railroad Co, 
(Decision No. 33709, Application No, 
23585). 


The California commission held that, 
under § 10 of the City Carriers’ Act, the 
charging of less than established mini- 
mum rates may not be authorized in the 
absence of a showing that the proposed 
rate will be compensatory, despite the 
necessity of the proposed rate in order 
to compete with bicycle messenger and 
parcel post service. Re R. B. & S. Spe- 
cial Delivery & Drayage Co. (Decision 
No. 33708, Application No. 23586). 


The Pennsylvania commission re- 
fused to authorize motor carrier service 
where a partnership in which the appli- 
cant was interested had operated in vio- 
lation of the law. The commission said 
that the applicant could not evade his 
own responsibility for violation of the 
Public Utility Law by a company in 
which he was a partner by showing that 
he did not condone or had no knowl- 
edge of such unlawful operations. 
Re Smith (Application Docket No. 
56221). 


The Pennsylvania commission held 
that a motor carrier was operating ille- 
gally without authority from the com- 
mission notwithstanding the fact that he 
had entered into contracts with his ship- 
pers. It was said that the presence or 
absence of contracts is not a controlling 
fact in determining whether such an 
operator is a common or contract car- 
rier. Hutchinson et al. v. Turlip (Com- 
plaint Docket No. 12682). 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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SECURITIES AND EXCHANGE COMMISSION 


Re Cities Service Company 


[File No. 31-408, Release No. 2444.] 


Intercorporate relations, § 19.21 — Holding companies — Definition of subsidiary 
— Stock ownership — Power to vote. 

1. The phrase “with power to vote” as used in § 2(a) (8) (A), 15 USCA 
§ 79b (a) (8) (A), of the Holding Company Act, which provides that 
a subsidiary company means any company 10 per cent or more of the 
outstanding voting securities of which are owned, controlled, or held with 
power to vote, qualifies only the word “held” and not the words “owned” 
or “controlled,” p. 262. 


Intercorporate relations, § 19.21 — Holding companies — Definition of subsidiary 
— Stock ownership — Pledge of stock — Voting rights. 
2. A pledgor of voting securities is the owner of such securities within the 
meaning of § 2(a) (8) (A), 15 USCA § 79b (a) (8) (A), of the Holding 
Company Act, defining subsidiary company, although the voting rights 
thereof have been transferred to the pledgee, p. 262. 


Statutes, § 17 — Construction — Significance and effect of each word. 
3. The cardinal rule of statutory construction that significance and effect 
must be given to every word would be violated if, in construing § 3(a) 
(3) of the Holding Company Act, 15 USCA § 79c (a) (3), providing for 
exemption when a company is “only incidentally a holding company, being 
primarily engaged or interested in one or more businesses other than the 
business of a public utility company,” the phrase “only incidentally a hold- 
ing company” should be ignored and the statute be construed as requiring 
exemption when a holding company is primarily engaged or interested in 
one or more businesses other than the business of a public utility company ; 


the entire clause must be construed in the light of the “incidentally” phrase, 
p. 267. 


Intercorporate relations, § 19.24 — Holding company exemption — Incidental 
holding company. 

4. The question whether a holding company satisfies the requirement of 
§ 3(a) (3) of the Holding Company Act, 15 USCA § 79c (a) (3), relat- 
ing to exemption of incidental holding companies, must be determined in 
each case upon consideration of a variety of circumstances, such as the 
relationship between the gas and electric operations of the company’s utility 
subsidiaries and the other business or businesses in which it is engaged or 
interested (whether the business of the utility subsidiaries is incidental 
or accessory to the nonutility business or is wholly unrelated to it), the 
size of the company’s utility subsidiaries and the scope of their operations, 
and, where the utility business is small, the company’s stake in the utility 
business as compared with its interest in other lines of business, p. 267. 


Statutes, § 11 — Construction — Presumption as to tautology. 


5. A statute must be so construed as to avoid implying tautology to the 
Congress, and, where the phraseology permits, successive clauses in the 
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same statute must be construed to be designed for different purposes, 
p. 270. 


Intercorporate relations, § 19.26 — Holding company exemption — Income with- 
in United States — Foreign utilities. 

6. The exemption provided by § 3(a) (5) of the Holding Company Act, 
15 USCA § 79c (a) (5), for a company which is not, and derives no 
material part of its income from any one or more subsidiary companies 
which are, a company or companies the principal business of which within 
the United States is that of a public utility company, is available only to es- 
sentially foreign holding company systems and is not applicable to domes- 
tic systems, p. 270. 


Intercorporate relations, § 19.24 — Holding company exemption — Domestic and 
foreign income — Material part. 
7. A holding company derives a material part of its income from public 
utility subsidiaries in the United States, within the meaning of §§ 3(a) 
(3) and 3(a) (5) of the Holding Company Act, 15 USCA § 79c, when it 
derives about 11 per cent of its total cash income from such public utility 
~~ — considering undistributed earnings of utility subsidiaries, 
p. 273. 
Intercorporate relations, § 19.2 — Holding company exemption — Material part of 
income — Undistributed earnings. 
8. All sources of income, including undistributed income of subsidiaries, 
should be considered in determining whether an applicant for exemption un- 
der § 3(a) of the Holding Company Act, 15 USCA § 79c (a), derives a 
material part of its income from its public utility subsidiaries, p. 273. 
Intercorporate relations, § 19.2 — Holding company exemption — Formal condi- 
tions — Public interest. 
9. An application under § 3(a) of the Holding Company Act, 15 USCA 
§ 79c (a), for an exemption from the provisions of the act must be denied 
even if the formal conditions enumerated therein are satisfied, if the Com- 
mission finds the exemption detrimental to the public interest or the interest 
of investors or consumers; and such a finding must be made in the case 
of a company combining a huge public utility network with a vast oil 
enterprise, where the applicant is essentially the type of company at which 
the purposes of the legislation are directed, p. 273. 


Intercorporate relations, § 19.21 — Holding companies and subsidiaries — Legis- 
lative history. 
Legislative history of §§ 2(a) (7) and 2(a) (8) of the Holding Company 
Act, 15 USCA § 79b, defining “holding company” and “subsidiary com- 
pany,” p. 266. 
Intercorporate relations, § 19.2 — Holding company exemption — Legislative his- 
tory. 


Legislative history of § 3(a) of the Holding Company Act, 15 USCA § 7% 
(a), enumerating grounds for exemption of holding companies, p. 271. 


[December 23, 1940.] 
oe aery for exemption under §§ 3(a) (3) and 3(a) 
(5) of the Holding Company Act; exemption denied. 
Effective date of order extended to January 30, 1941, by 
order entered January 27, 1941. 
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RE CITIES SERVICE CO. 


APPEARANCES: Frueauff, Burns 
& Ruch, by Charles A. Frueauff, Clin- 
ton J. Ruch, Joseph A. Burdeau, and 
Everett W. Young for Cities Service 
Company; Harold B. Teegarden, 
Thomas J. Tingley, Frank Field, and 
Henry F. Hartmann for the Public 
Utilities Division of the Commission. 


By the Commission: This pro- 
ceeding arises upon an application filed 
by Cities Service Company (herein- 
after referred to as the applicant) un- 
der §§ 3 (a) (3) and 3 (a) (5) of 
the Public Utility Holding Company 
Act of 1935, 15 USCA § 79c, for an 
order exempting it and its subsidiaries 
as such, from the provisions of the 
act. 

After appropriate notice a public 
hearing was held before a trial exam- 
iner. Proposed findings of fact and 
briefs were filed and the trial exam- 


iner made his advisory report find- 
ing for the applicant on the prin- 
cipal issues. Exceptions to the ad- 
visory report and briefs were submit- 
ted to us and we heard oral argument. 


After full consideration of the rec- 
ord, we are unable to agree with the 
findings of the trial examiner. Our 
disposition of the exceptions and ob- 
jections filed is indicated in our find- 
ings herein; to the extent that such 
exceptions and objections are incon- 
sistent with our findings we find them 
to be without merit. 


Cities Service Company, a holding 
company within the meaning of the 
act,® was incorporated in Delaware in 
1910. On December 31, 1938, it 
owned, directly or indirectly, 10 per 
cent or more of the outstanding vot- 
ing securities of 110 subsidiary com- 
panies.* For the purposes of this 
case, these companies have been clas- 
sified in the record and briefs as fol- 
lows: 


A. Utility companies. 

(1) The Power & Light group, 
consisting of Cities Service Power & 
Light Company (referred to herein as 
Power & Light) and its numerous 
subsidiaries, most of which are elec- 
tric utility companies.‘ 





1Section 3(a) provides, in part: 

“The Commission, by rules and regulations 
upon its own motion, or by order upon appli- 
cation, shall exempt any holding company, and 
every subsidiary thereof as such, from any 
provision or provisions of this title, unless 
and except in so far as it finds the exemption 
detrimental to the public interest or the in- 
terest of investors or consumers, if— .. . 

“(3) such holding company is only inciden- 
tally a holding company, being primarily en- 
gaged or interested in one or more businesses 
other than the business of a public utility com- 
pany and (A) not deriving, directly or in- 
directly, any material part of its income from 
any one or more subsidiary companies, the 
Principal business of which is that of a public 
utility company, or (B) deriving a material 
part of its income from any one or more such 
subsidiary companies, if substantially all the 
outstanding securities of such companies are 
owned, directly or indirectly, by such holding 
company; . . . 

_ (5) such holding company is not, and de- 
rives no material part of its income, directly 


or indirectly, from any one or more sub- 
sidiary companies which are, a company or 
companies the principal business of which 
within the United States is that of a public 
utility company.” 

2 Cities Service Company has not registered 
under the act, relying upon § 3(c) which 
provides that “The filing of an application in 
good faith under subsection (a) by a person 
other than a registered holding company shall 
exempt the applicant from any obligation, 
duty, or liability imposed in this title upon the 
applicant as a holding company until the Com- 
mission has acted upon such application.” 

3 See Appendix A, attached hereto, for a 
corporate chart of the Cities Service Company 
system as of December 31, 1938. 

4 Cities Service Power & Light Company, a 
registered holding company, owned, directly 
or indirectly, as of December 31, 1938, more 
than 10 per cent of the outstanding voting se- 
curities of 50 companies, most of which are 
public utility companies, although a few are 
not. These few are insignificant in relation to 
the Power & Light group as a whole. For 
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(2) The Gas Service group, con- 
sisting of the Gas Service Compa- 
ny, Kansas City Gas Company, and 
the Wyandotte County Gas Company, 
all of which are gas utility compa- 
nies. 

(3) Foreign utilities, consisting of 
Dominion Natural Gas Company, 
Ltd., the Manufacturers Natural Gas 
Company, Ltd.,° and Southern On- 
tario Gas Company, Ltd., which are 
gas utility companies operating only 
in Canada. 

(4) 100 per cent owned utilities, 
consisting of Republic Light, Heat 
and Power Company, a gas utility, and 
Ozark Utilities Company, a small elec- 
tric utility. 

(5) Other utilities, consisting of 
Arkansas Louisiana Gas Company, a 
gas utility company, and a subsidiary 
of Arkansas Natural Gas Corpora- 


tion. Various other utility subsidia- 
ries of Arkansas Natural Gas Corpo- 
ration originally included in this group 
were dissolved prior to December 3}, 
1938. 


B. Nonutility companies. 

Most of these are engaged in the 
production, transportation, and mar- 
keting of petroleum and petroleum 
products. Some are engaged in the 
wholesale distribution of natural gas: 
a few are realty companies. Although 
some of the companies in this group 
own public utility assets, such assets 
are insignificant in relation to the en- 
tire group, and, by agreement of coun- 
sel, all of these companies are collec- 
tively referred to in the record and 
briefs as nonutilities. 

The extent of the operations of ap- 
plicant’s utility subsidiaries may be 
summarized as follows: ® 





this reason, by agreement of counsel, Power 
& Light and all of its direct and indirect sub- 
sidiaries have been collectively treated in the 
record and briefs as public utility companies 
for the purpose of determining the applicant’s 
investment intérest in, and the income it de- 
rives from, its utility subsidiaries, subject to 
such legal effect as may attach to the execu- 
tion of the trust indenture of July 11, 1939, 
described below. 

5 All of the physical property and equipment 
of the Manufacturers Natural Gas Company, 
Ltd., was sold after the filing of this applica- 
tion. 
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6 The data concerning the Power & Light 
group are taken from Item 5 of Power 
& Light’s Form U5B registration statement 
filed with the Commission on July 30, 1938, 
pursuant to § 5 of the Public Utility Holding 
Company Act of 1935, 15 USCA § 79e, which 
registration statement is part of the record in 
this proceeding. The data concerning the oth- 
er utility subsidiaries appear in the applica- 
tion dated February 24, 1938, filed by Cities 
Service Company in this proceeding. The 
record indicates that no changes have occurred 
since 1938 which might materially affect these 
figures. 





Poy 
Gas 
For 
100° 
Oth 


Tot 


Power & Light Group 


The Gas Service Group 
The Gas Service 
Company 
Kansas City Gas 
Company 
The Wyandotte County 
Gas Company 


Foreign Utilities 
Dominion Natural Gas 
Company, Limited 
Southern Ontario Gas 
Company, Limited 


100%-owned Utilities 
Republic Light, Heat and 
Power Company, Inc. 
Ozark Utilities Company 


Other Utilities 


Arkansas Louisiana Gas 


Company 


Applicant’s investments in and ad- 
vances to its subsidiary companies and December 31, 
its other investments and assets, as 


Power & Light Group! 
Gas Service Group 
Foreign Utilities 
100%-owned utilities 
Other utilities 2 


Total Utilities 
Total Nonutilities 


Other investments 
Other assets 


RE CITIES SERVICE CO. 


Territory Served 
Over 900 communities and more than 500,000 cus- 
tomers in 16 states. These states are Arizona, 
Arkansas, Colorado, Connecticut, Indiana, Kansas, 
Michigan, Missouri, New Mexico, North Carolina, 
Ohio, Oklahoma, Tennessee, Virginia, Washington, 
and Wyoming. 


Various communities in Kansas, Missouri, Ne- 
braska, and Oklahoma. 
Kansas City, Missouri, and vicinity. 


Kansas City, Kansas, and two neighboring com- 
munities. 


65 communities in the Province of Ontario, Can- 
ada. 

37 towns and communities in the Province of On- 
tario, Canada. 


56 towns and communities in northern New 


York. 
38 communities in Missouri. 


107 towns and communities in Arkansas, Louis- 
iana, and Texas. 


lows: 


Notes and 
Accounts 
$3,235,466 

6,843,841 


1,534,035 
1,808,448 


Stocks and 
Bonds 


$20,198,538 


Total 


13,539,146 
7,418,668 
5,769,418 
6,253,737 


$56,414,973 
277,051,586 


23,756,567 
31,408,961 





$42,993,183 
150,768,011 








$23,434,004 


Estimated 

Population 

in Territory 
Served 


Over 
2,000,000 


662,000 
400,000 
124,000 


300,000 
47,000 


350,000 
16,000 


400,000 


recorded on applicant’s books as of 
1938, were as fol- 


Per Cent 
of Cities 
Service’s 
Total Assets 
6.61 


hed med 8 2c 
AOSK 


ue 
un 





Total before deduction of unallocated reserve 
ral reserve—Unallocated 


Total after deduction of unallocated reserve 


$388,632,087 
34,096,063 


— 
eS] 2a 
BVI RS aL 





$354,536,024 


[: 


1 Applicant has no direct investments in any of the companies in this group except Cities 
Service Power & Light Company, which, like the applicant, is solely a holding company. 
2 Applicant’s investment in Arkansas Louisiana Gas Company is held indirectly through 


Arkansas Natural Gas Corporation. 
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The book values of the fixed assets 
of these companies on December 31, 
1938, were as follows: 


Per Cent 
of Total 


27.61 


- Amount 


Power & Light Group $318,684,4601 
Gas Service Group .. 42,564,405 3.69 
Foreign Utilities .... 17,579,664 £52 
100%-owned Utilities 8,946,343 78 
Other Utilities 51,053,770 4.42 


Total Utilities .. $438,828,642 38.02 
Total Nonutilities ... 715,402,814? 


61.98 
Total $1,154,231,456 100.00 


1Includes $5,952,791 representing nonutility 
assets. See note 4, supra. 

2Includes $8,807,161 representing utility as- 
sets. 

[1, 2] Prior to July 11, 1939, the 
applicant owned and held with power 
to vote 92.4 per cent of the outstand- 
ing voting securities of Power & 
Light,’ and all of the outstanding vot- 
ing securities of the Gas Service Com- 
pany and Kansas City Gas Company. 
The applicant also owned and held 
with power to vote all of the outstand- 
ing common stock and, indirectly 
through Power & Light, 28.6 per cent 
of the preferred stock of the Wyan- 
dotte County Gas Company, which to- 
gether constituted 43.4 per cent of its 
outstanding voting securities.® 

On July 14, 1939, a few days before 
the hearing on this application was 
scheduled to begin, the applicant 


amended its original application of 
February 24, 1938, and disclosed that 
on July 11, 1939, it had entered into 
two indentures, one with Harris Trust 
and Savings Bank and another with 
City National Bank and Trust Com- 
pany, both of Chicago. Under the 
first of these indentures the applicant 
pledged with Harris Trust and Say- 
ings Bank, as trustee, all the Power 
& Light common stock (of which 48.- 
750 shares were subject to the lien of 
a prior pledge) and an undivided 10 
per cent interest in 121,854 shares of 
Power & Light preferred stock. This 
stock was pledged as additional securi- 
ty for the payment of the principal and 
interest of applicant’s outstanding de- 
bentures, aggregating in principal 
amount in excess of $177,000,000, and 
the trustee was given the right to vote 
all the common stock and the 121,854 
shares of preferred. The applicant re- 
served the right to withdraw and sell 
the pledged stock free of the lien of 
the indenture upon payment to the 
trustee of the net proceeds of any sale 
of common and 10 per cent of the pro- 
ceeds of any sale of preferred. The 
trustee is required to apply all divi- 
dends or other moneys received on the 
pledged stock to payment of interest 
and principal on the applicant’s deben- 
tures.® 





7Of the 600,000 shares of common stock 
outstanding, applicant owned directly 551,250 
shares and was the beneficial owner of the 
remaining 48,750 shares. These 48,750 shares 
stand of record in the name of Consolidated 
Cities Light, Power & Traction Company 
(subsidiary of the applicant) and are pledged 
under an indenture securing Consolidated 
Cities’ 5 per cent gold bonds dated July 1, 
1912, due July 1, 1962. The applicant also 
owned 121,854 shares of the 180,769 shares 
outstanding of preferred stock. Since 1932, 
because of dividend arrearages, the preferred 
stock is entitled, voting as a class, to elect 
one less than a majority of the directors of 
Power & Light. 
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8In addition to the common, Wyandotte 
County Gas Company had outstanding 7,000 
shares of preferred which had voting rights 
as a result of dividend arrearages. United 
Gas Improvement Company, which is not af- 
filiated with the applicant, owned 5,000 shares 
of the preferred stock; Power & Light owned 
the other 2,000 shares. : 

9 Applicant may elect to terminate the in- 
denture and all rights created thereby or aris- 
ing thereunder, upon the happening of any 01 
the following: 

(1) Retirement of the debentures ; . 

(2) A decision by the Supreme Court 0! 
the United States that the Public Utility 
Holding Company Act, other than §§ 4 and 5 
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By a similar indenture with City Na- 
tional Bank and Trust Company, the 
applicant pledged all its holdings in the 
Gas Service Company, Kansas City 
Gas Company, and the Wyandotte 
County Gas Company, and granted to 
the bank the right to vote this stock. 

The applicant has stated that it en- 
tered into these indentures for the ex- 
press purpose of supplying an addi- 
tional basis for its application for 
exemption. Applicant contends that by 
these indentures it has divested itself 
of the power to vote the pledged se- 
curities, and that consequently the 
Power & Light group and the Gas 
Service group are no longer its “‘sub- 
sidiary companies” as that term is de- 
fined in § 2 (a) (8) (A) of the act, 
15 USCA § 79 b. Whether this is 
so has a material bearing upon appli- 
cant’s claim for an exemption under 
§3 (a) (3), and must be determined 
at the outset. 

Section 2 (a) (8) (A) provides: 

“Subsidiary company’ of a speci- 
fied holding company means (A) any 
company 10 per centum or more of 


the outstanding voting securities of 
which are directly or indirectly owned, 
controlled, or held with power to vote, 
by such holding company (or by a 
company that is a subsidiary company 
of such holding company by virtue of 
this clause or clause (B)), unless the 
Commission, as hereinafter provided, 
by order declares such company not to 
be a subsidiary company of such hold- 
ing company.” 

In § 2 (a) (7) (A) similar lan- 
guage is used to define a “holding com- 
pany.” 7° 

The applicant contends that, al- 
though it retains ownership of the vot- 
ing securities of Power & Light and 
the Gas Service group, those securi- 
ties are not “owned” by it within the 
meaning of § 2 (a) (8) (A). It is 
urged that (1) the word “owned” in 
§ 2 (a) (8) (A) is modified by the 


phrase “with power to vote”; and (2) 
even if it be held that the phrase ‘“‘with 


power to vote” does not modify 
“owned,” that word as used in § 2 (a) 
(8) (A) must, nevertheless, be con- 





thereof, are uncenstitutional or that the act 
does not require the registration of Cities 
Service ; 

(3) Repeal of the act or substantial amend- 
ment or modification thereof; 

(4) Registration by Cities Service under 
the act; 

(5) The entry of a final order by the Com- 
mission disposing of the application for ex- 
emption as a holding company under the act 
“without passing upon or considering the con- 
tention that Power & Light is not a subsidiary 
of” Cities Service within the meaning of the 
act; 

(6) The sale or disposition of the public 
utility properties and assets of Power & Light 
so that it is no longer a holding or public 
utility company ; 

(7) The sale by Cities Service of more than 

per cent of the Power & Light common 
stock and payment to the trustee of the net 
Proceeds thereof; 


(8) A decision by a court that the making 
of this indenture or the performance of any 
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of its provisions is contrary to the covenants 
of any of the indentures securing any issue of 
Cities Service debentures or constitutes a de- 
fault under these indentures ; 

(9) Determination by Cities Service to 
amend this indenture in a manner required by 
the Commission or any other public regulatory 
body having jurisdiction, if such amendment 
is not concurred in by the trustee; 

(10) Completion of any proceeding pur- 
suant to § 11(e) of the act, 15 USCA § 79k, 
the result of which is that Cities Service is 
not a holding company within the meaning of 
the act. 

10 Section 2(a) (7) (A) provides: “ ‘Hold- 
ing company’ means (A) any company which 
directly or indirectly owns, controls, or hoids 
with power to vote, 10 per centum or more 
of the outstanding voting securities of a pub- 
lic utility company or of a com»vany which 
is a holding company by virtue of this 
clause or clause (B), unless the Commission, 
as hereinafter provided, by order declares such 
company not to be a holding company.” 


36 PUR(NS) 





SECURITIES AND EXCHANGE COMMISSION 


strued to exclude ownership which is 
not accompanied by voting power. 
(1) The contention that the phrase 
“with power to vote’ modifies 
“owned.” In answer toa similar con- 
tention with respect to § 2 (a) (7) 
(A) in Re Byllesby (H. M.) & Co. 
(1940) 6 SEC 639, 649, 650, 32 
PUR(NS) 130, 140, we said: 
“Regardless of the appropriateness 
of considering, on an application of 
this character, whether Byllesby is 
prima facie a holding company, we are 
convinced that the construction of § 2 
(a) (7) (A) for which counsel for 
the applicants contends, is untenable. 
The punctuation of that subsection 
makes it clear that the phrase ‘with 
power to vote’ qualifies only the word 
‘holds,’ and not the words ‘owns’ or 
‘controls.’ While commas appear aft- 
er the words ‘owns’ and ‘controls,’ the 
word ‘holds’ which immediately pre- 


cedes the phrase, ‘with power to vote,’ 
is not separated from that phrase by 


a comma. The punctuation, we be- 
lieve, merely gives expression to the 
congressional purpose of preventing 
easy avoidance of the statutory defini- 
tion by model arrangements which do 
not materially alter the status of com- 
panies owning or controlling voting 
securities of a public utility or holding 
company.” 

In view of applicant’s position, we 
have reéxamined the question. We 


find no reason for departing from our 
conclusion in the Byllesby Case, supra, 
and we adhere to it. Our determina- 
tion in this regard is fortified by the 
legislative history of §§ 2 (a) (7) (A) 
and 2 (a) (8) (A) which is discussed 
below." 

(2)The contention that “owned” 
must be construed to exclude owner- 
ship which is not accompanied by vot- 
ing power. One of the first steps in 
statutory construction is to determine 
the meaning and effect of the statu- 
tory language in its ordinary sense. 
We think it is clear that the applicant 
is still the “owner” of the pledged 
stock, as that term is generally under- 
stood.!® Moreover, an examination of 
the structure and legislative history of 
8§ 2 (a) (7) and 2 (a) (8) make it 
abundantly clear that “owned” was 
used in the ordinary sense of the term 
and includes ownership of voting se- 
curities, even where the power to vote 
the securities has been transferred.” 

Section 2 (a) (7), defining “hold- 
ing company,” and § 2 (a) (8), de- 
fining a “subsidiary company” of a 
specified holding company, follow the 
same pattern of structure. In each 
section Congress adopted certain 
standards for determining whether a 
company is prima facie a holding com- 
pany or a subsidiary company of a 
holding company. But in neither case 
is subsection (A) conclusive—it 





11 The legislative history of §§ 2(a) (7) 
(A) and 2(a) (8) (A) is set forth at p. 266, 
infra. 

12 Indeed, it appears that applicant entered 
into the agreement with Harris Trust on the 
assumption that under such agreement it 
would continue to “own” the securities pledged, 
for in its debenture indentures it expressly 
covenanted that it would not “sell or ex- 
change or otherwise dispose of any voting 
shares of Cities Service Power & Light Com- 
pany . in case such sale or exchange 
would result in the company thereafter having 
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in its ownership less than two-thirds of the 
voting shares of “Power & Light” (See Art. 
III, § 14 of the debenture indentures of April 
Zz 1928, November 1, 1928, March 1, 1929, and 
June 2 1930.) ( Italics added.) 

18 The importance of legislative history as 
an aid to interpretation of statutory provisions 
has been emphasized in recent decisions of the 
Supreme Court. See United States v. Dicker- 
son (1940) 310 US 554, 84 L ed 1356, 60S Ct 
1034, 1036, 1038; United States v. American 
Trucking Asso. (1940) 310 US 534, 84 L ed 
1345, 60 S Ct 1059, 1063, 1069. 
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merely states a statutory presumption. 
Thus, under subsection (B) of § 2 
(a) (8), it is open to a company, even 
though it is prima facie a subsidiary 
company under subsection (A), to ap- 
ply to the Commission for an order de- 
claring that it is not a subsidiary of a 
specified holding company and such 
an order will issue if the Commission 
finds that the applicant is not con- 
trolled, and its management or poli- 
cies are not subject to a controlling in- 
fluence, by such holding company. On 
the other hand, under subsection (B) 
the Commission may determine, after 
notice and hearing, that although a 
company is not prima facie a subsidia- 
ry of a specified holding company un- 
der subsection (A), nevertheless its 
management or policies are subject to 
a controlling influence by such holding 
company, so as to make it necessary 
or appropriate in the public interest or 
for the protection of investors or con- 
sumers that it should be subject to the 
obligations, duties, and liabilities im- 
posed by the act upon subsidiary com- 
panies. It is particularly important to 
note that the only question raised here 
is whether the Power & Light and 
Gas Service groups fall within the 
prima facie standards of subsection 
(A) with respect to the applicant, for 
no application has been filed and no 
proceeding has been instituted, under 
subsection (B), to determine whether 
these companies are, in fact, subject to 
a controlling influence by the appli- 
cant. 


Applicant apparently agrees that 
subsection (A) of §§ 2 (a) (7) and 
2 (a) (8) sets forth the prima facie 
tests of control. But applicant argues 
that the plain meaning of “owns” and 
“owned” should be disregarded and 
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that the term should be restricted to 
ownership only when accompanied by 
the power to vote, because, it contends, 
there is no rational connection between 
ownership of voting securities di- 
vorced from the power to vote and a 
presumption or a prima facie test of 
control. We cannot agree with this 
contention. 

One of the fundamental purposes of 
the act is, of course, to obviate the 
abuses arising from the control of pub- 
lic utility companies by holding com- 
panies whose activities, extending 
Over many states, are not susceptible of 
effective regulation by the states. To 
achieve this result, the act, in general, 
seeks to regulate such controlled and 
controlling companies. A company 
owning more than 10 per cent of the 
voting securities of another company 
does not necessarily cease to exercise 
a controlling influence over the affairs 
of the second company merely by 
transferring the voting power to an- 
other. Such separation of ownership 
and voting power involves, in the most 
familiar type of case, the commitment 
of such voting power by the person so 
owning the securities to an agent or 
trustee selected by him. It is common 
knowledge that in making this selec- 
tion, the owner will, in the usual case, 
choose a person or firm who, he feels 
confident, will carry out his wishes 
even though bound by no demonstrable 
instrument or engagement to do so. 
No extended argument would seem to 
be necessary to sustain the truth of 
Judge Cardozo’s reflection that “A 
dominating influence may be exerted 
in other ways than by a vote.” ™* It 
seems to us, therefore, that it is en- 

14 Globe Woolen Co. v. Utica Gas & E. Co. 
(1918) 224 NY 483, 121 NE 378, 379. 
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tirely reasonable that the Congress 
should provide that ownership of 10 
per centum of voting securities, even 
though unaccompanied by the power 
to vote the stock, constitutes a prima 
facie indication of control. We can- 
not, therefore, disregard the plain 
meaning of “owns” and “owned” in 
8§ 2 (a) (7) and 2 (a) (8). 

The legislative history of these pro- 
visions also establishes that this con- 
struction is correct. The following 


excerpts show the successive stages of 
the relevant portions of §§ 2 (a) (7) 
and 2 (a) (8): 


Draft of Feb 6, 1935, 
S. 1725 


B43 ‘Holding com- 
pany’ means—(A) any 
company which, 


“ ( 7) 
means—(A) 
which, 


Draft of May 13, 
S. 2796 


‘Holding company’ 
any company 
. directly or in- or 


trols voting securities, is not to be con- 
sidered a holding company unless the 
holder also has the power to vote the 
securities. 

That this was the intention of Con- 
gress is made clear by the statement in 
the House Report referring to the final 
draft of these provisions. That state- 
ment reads (H. R. Rep. No. 1318, 
74th Cong. Ist Sess. p. 9): 

“ “Holding company’ (7) is defined 
in two parts: (A) In terms of own- 
ing or controlling, directly or indirect- 
ly, 10 per cent or more of the voting 


securities of a utility (gas or electric) 

1935, Final Form Redraft by House 
Committee 

“(7) ‘Holding company’ means— 

(A) any company which directly 

indirectly owns, controls, or 


directly or indirectly, 
controls a public util- 
ity company ‘g 


“(8) ‘Subsidiary com- 
pany’ of a_ holding 
company means (A) 
any company which 
such holding company, 
directly or indirectly 


” 


. Controls, ... .”: 


directly owns, holds, or con- 
trols 10 per centum or more 
of the outstanding voting se- 
curities of a public utility 
company 


“(8) ‘Subsidiary company’ 
of a holding company means 
—(A) any company 10 per 
centum or more of the out- 
standing voting securities of 
which are directly or indi- 
rectly owned, held, or con- 
trolled by such ‘aii com- 


holds with power to vote, 10 per 
centum or more of the outstanding 
voting securities | of a public utility 
company 


“(8) ‘Subsidiary company’ of a 
specified holding company means— 
(A) any company 10 per centum 
or more of the outstanding voting 
securities of which are directly 
or indirectly owned, controlled, or 
held with power to _ by such 
holding company 


pany 

It will be noted that in S. 2796 the 
definition of a holding company in- 
cluded a mere holder, such as a bailee 
or pledgee, of 10 per cent or more of 
the voting securities of a public util- 
ity company. In §§ 2 (a) (7) and 
2 (a) (8), as finally enacted, two 
changes were made. The position of 
the words “holds” and “held” was 
shifted and the phrase “with power to 
vote’ was added immediately after 
these words. The reasonable infer- 
ence to be drawn from these changes 
is that Congress wished to make it 
clear that a mere holder, as distin- 
guished from one who owns or con- 
36 PUR(NS) 


company or another holding company, 
or of holding such securities with pow- 
er to vote; and (B) In terms of ‘exer- 
cising a controlling influence’ over the 
management or policies of a utility 
company is 

‘Subsidiary company’ (8) is also 
defined, conversely from ‘holding 
company, in terms of stock owner- 
ship or control, or in terms of holding 
stock with power to vote, and subjec- 
tion to a controlling influence; the 
same administrative machinery for 
Commission determination and ex- 
emption is provided.” (Italics ad- 


ded.) 
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Accordingly, we find that the Pow- 
er & Light and the Gas Service 
groups ars subsidiaries of the appli- 
cant within the plain meaning of § 2 
(a) (8) (A), and, in our further 
consideration of the application for 
exemption, we shall therefore treat 
these companies as subsidiaries. 

(8, 4] The application under § 3 
(a) (3). Section 3 (a) (3) requires, 
inter alia, that a holding company to 
be eligible for the exemption provided 
therein must be “only incidentally a 
holding company, being primarly en- 
gaged or interested in one or more 
businesses other than the business of a 
public utility company.” The appli- 
cant urges that the phrase “only inci- 
dentally a holding company”’ is defined 
and restricted by the words following 
and therefore that any holding compa- 
ny which is “primarily engaged or in- 
terested in one or more businesses oth- 
er than the business of a public utility 
company” must necessarily be “only 
incidentally a holding company.” We 
are asked, in effect, to ignore the 
phrase “only incidentally a holding 
company,” to read this section as 
though the words had been omitted, 


and thus to violate the cardinal rule of 
statutory construction that, if possible, 
significance and effect must be given 
to every word in a statute.”® 


While we cannot accept applicant’s 
contention in this respect, we do agree 
with its argument that the words “only 
incidentally a holding company, being 
primarily engaged or interested in one 
or more businesses other than the busi- 
ness of a public utility company” must 
be read together to create a single test 
and that the scope of the qualification 
is explained by the latter portion of 
the quoted language. But it is equally 
true that the meaning of the entire 
clause must be construed in the light 
of the “incidentally” phrase. Thus in 
determining whether applicant is 
“only incidentally a holding company, 
being primarily engaged or interested 
in one or more businesses other than 
the business of a public utility compa- 
ny,’ we must give significance and ef- 
fect to “only incidentally” as well as 
to “primarily.” 7° 

We are of the opinion, therefore, 
that the question whether a holding 
company satisfies this requirement of 
§ 3 (a) (3) must be determined in 





15 See McDonald v. Thompson (1938) 305 
US 263, 266, 83 L ed 164, 27 PUR(NS) 31, 
59 S Ct 176; Ginsberg '& Sons v. Popkin 
(1932) 285 US 204, 208, 76 L ed 704, 52 S Ct 
322; Ex Parte Public National Bank (1928) 
278 US 101, 104, 73 L ed 202, 49 S Ct 43. 

16Compare the statement of Senator 
Wheeler on the floor of the Senate on June 7, 
1935, in discussing a proposed amendment to 
§ 3(a) (3) (79 Cong. Rec. pp. 8842, 3) ; 

. . I offer an amendment to paragraph 
3 of subsection (a) of § 3 by striking out, in 
line 7, page 18, the words ‘a holding company’ 
and substituting therefor the words ‘tnterested 
in a public utility company.’ 

“This is an amendment to the description of 
a class of holding companies which are quali- 
fied for exemption by reason of the fact that 
they are only incidentally in the public utility 
field, being essentially industrial, or some 
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other sort of enterprise. The amendment is 
to make clear the intention of the paragraph 
that the holding company is only incidentally 
interested in the public utility field and ts pri- 
marily engaged in a business or businesses 
outside the public utility field. It is designed 
to reach, for instance, a company—cases were 
called to my attention, I think by the Senator 
from Maine and by some other Senators— 
where, for example, a manufacturing concern, 
generating power for its own use, has a little 
surplus power and sells it to the local com- 
munity. We wanted to exempt that particular 
kind of manufacturing concern from the pro- 
visions affecting holding companies. The 
amendment is designed to make the exemp- 
tion definite and certain in that respect—it 
serves merely to clarify the original lan- 
guage.” (Italics added.) 

See 79 Cong. Rec. p. 9058, for a similar 
statement by Senator Wheeler. 
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each case upon consideration of a va- 
riety of circumstances ; such as the re- 
lationship between the gas and electric 
operations of the company’s utility 
subsidiaries and the other business or 
businesses in which it is engaged or 
interested—i. e., whether the business 
of the utility subsidiaries is incidental 
or accessory to the nonutility business 
or is wholly unrelated to it—, the size 
of the company’s utility subsidiaries 
and the scope of their operations, and, 
where the utility business is small, the 
company’s stake in the utility business 
as compared with its interest in other 
lines of business. 

At its inception, Cities Service 
Company was purely a utility holding 
company, having been organized i 
1910 for the purpose of holding the 


securities of gas and electric utility 
companies. Thereafter it became in- 
terested in the wholesale distribution 
of natural gas and, following the dis- 
covery of large oil fields in the course 
of the exploratory activities of its gas 
subsidiaries, organized subsidiaries for 
the production of petroleum and relat- 
ed products. In 1934, Cities Service 
owned, directly or indirectly, a con- 
trolling stock interest in more than 150 
operating subsidiaries, doing business 
in thirty-nine states and foreign coun- 
tries and engaged principally in three 
industries—electric light and power, 
natural gas and petroleum.” The 


scope of the operations of applicant's 
utility subsidiaries is set forth at p. 
261, supra. 


The operations of the bulk of ap- 





17In its original registration statement un- 
der the Securities Exchange Act, filed with 
the Commission in 1935 (which is part of the 
record in this proceeding), applicant sum- 
marized its history, business, and properties 
as follows: 

“Cities Service Company, a Delaware cor- 
poration, owns directly or indirectly, a con- 
trolling stock interest in more than 150 op- 
erating subsidiaries, operating in thirty-nine 
states and foreign countries and engaged prin- 
cipally in three industries—electric light and 
power, natural gas, and petroleum. 

“The public utility subsidiaries, numbering 
89, render electric light and power, gas, 
and/or other utility services in twenty-two 
states and the Dominion of Canada, and serve 
territories having a population estimated to 
be about 4,500,000. The natural gas subsid- 
iaries as a group constitute a system of gas 
production, transportation, and distribution op- 
erating principally in Kansas, Oklahoma, Mis- 
souri, Arkansas, Louisiana, Colorado, New 
York, and Ontario. The petroleum subsidiar- 
ies comprise units engaged in the production, 
transportation, refining, and marketing of crude 
oil and its products, with the more import- 
ant producing properties located in the Mid- 
Continent Fields. The marketing subsidiar- 
ies operate in thirty-one states, principally in 
the thickly settled East and Middle West. 
Petroleum products are also distributed 
through numerous dealers. Marketing facili- 
ties are provided for the distribution of pe- 
troleum products in more than 9,000 commu- 
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nities in 39 states, the Dominion of Canada 
and foreign countries. . 

“Among the important " subsidiaries - are 
Cities Service Power & Light Company, Em- 
pire Gas and Fuel Company, and Arkansas 
Natural Gas Corporation. 

“Cities Service Power & Light Company 
owns a controlling stock interest in compa- 
nies supplying electric light and power, gas, 
and/or other utility services to more than 
500,000 customers and over 800 communities 
located in 17 states, with a wou in the 
area served of over 2,000,000. . 


‘Astana Natural Gu Conpetation Sent: 
ly or through subsidiaries produces, trans- 
ports, and distributes natural gas at retail and 
wholesale through 3,100 miles of natural gas 
pipe lines in a territory extending from 
Clarksville and Little Rock, Arkansas, to 
Shreveport, Louisiana, and Winnesboro, 
Texas, a distance of approximately 370 miles. 
Gas is supplied at retail to over 71,000 cus- 
tomers, with sales in 1934 averaging over 
116,000,000 cubic feet daily. The company 
and subsidiaries are also engaged in the 
petroleum industry with its major production 
centered in the East Texas Field whose prop- 
erty includes refineries at Shreveport, Louisi- 
ana, and 507 miles of oil pipe line. Petroleum 
products are marketed through outlets in 12 
states. (Italics added.) 

The record does not indicate any substantial 
changes in the business and properties of 
Cities Service since the date this statement 
was made. 
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plicant’s utility subsidiaries do not, 
and in the past did not, have any func- 
tional relationship to the business of 
its nonutility companies. While the 
operations of some of applicant’s natu- 
ral gas utilities appear to be function- 
ally interrelated with the business of 
its oil subsidiaries, it is conceded that 
there is no such interrelation with re- 
spect to the electric utilities. 

As of December 31, 1938, the ag- 
eregate book value of the fixed as- 
sets of all of applicant’s subsidiaries 
(consolidated and unconsolidated) 
was $1,154,231,456. The aggregate 
hook value of the fixed assets of ap- 
plicant’s consolidated subsidiaries 
(utility and nonutility) was $928,- 
247,280. 

The aggregate fixed assets of appli- 


cant’s consolidated utility subsidia- 
ries, at book value, were $438,828,642, 
which represented 47.3 per cent of the 
fixed assets of all consolidated subsid- 
iaries (utility and nonutility) and 
38.0 per cent of the fixed assets of all 
subsidiaries, consolidated and uncon- 
solidated. Applicant’s interest in the 
fixed assets of all its utility subsidia- 
ries, as of 1938, amounted to $117,- 
644,910 or 22.8 per cent of its inter- 
est in the fixed assets of all its sub- 
sidiaries (consolidated and unconsoli- 
dated). For the year 1938, the ag- 
gregate gross revenues of applicant’s 
consolidated utility subsidiaries, ex- 
clusive of the Gas Service group’® 
amounted to $70,257,800 or 32.6 per 
cent of the aggregate gross revenues 
of the applicant and all its consolidated 





18The applicant has included in its con- 
solidated financial statements all subsidiary 
companies which are regarded by the appli- 
cant as integral operating units of the Cities 
Service Company system, and 50 per cent or 
more of whose voting securities are owned, 
directly or indirectly, by the applicant. In 
general, the applicant’s unconsolidated susbid- 
iaries are ‘those in which it owns more than 


10 per cent but less than 50 per cent of the 
voting securities (although in some few in- 
stances the percentage exceeds 50 per cent, 
and none of these companies is regarded by 
the applicant as an integral operating unit in 
its system. 

19 The record apparently does not contain 
data concerning the gross revenues of the 
Gas Service group. 
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subsidiaries (utility and nonutility), 
including the Gas Service group.” 

The record also shows that appli- 
cant’s holdings in its utility subsidia- 
ries, and their assets, have constituted 
a factor of prime importance in the 
ability of the applicant to function as 
a credit vehicle for financing the needs 
of its nonutility subsidiaries. 

We find that the foregoing facts 
plainly demonstrate that applicant is 
not. “only incidentally a holding com- 
pany, being primarily engaged or in- 
terested in one or more businesses 
other than the business of a public 
utility company’”’ and that the exemp- 
tion in § 3 (a) (3) is, therefore, not 
available to it. 

[5, 6] The Application under § 3 
(a) (5). Section 3 (a) (5) provides 


that the Commission, unless and ex. 
cept to the extent that it finds the ex- 
emption detrimental to the public in- 
terest or the interest of investors or 
consumers, shall exempt a_ holding 
company and every subsidiary thereof 
as such, if “such holding company js 
not, and derives no material part of 
its income, directly or indirectly, from 
any one or more subsidiary companies 
which are, a company or companies the 
principal business of which within the 
United States is that of a public utility 
company.” 

Counsel for the Public Utilities 
Division contends that § 3 (a) (5) is 
applicable only to essentially foreign 
holding company systems and is not 
available to this applicant. The appli- 
cant urges that this subsection is ap- 





20 The following table sets forth the avail- 
able data concerning gross revenues of ap- 
plicant and its consolidated subsidiaries, af- 


ter the elimination of intercompany transac- 
tions, for the five years ended December 31, 
1938: 


Citres Service CoMPANY AND CONSOLIDATED SUBSIDIARIES 
Gross Operating Revenues—for the 12 Months Ended December 31st 


1938 
$57,402,715 
2,922,207 
2,449,745 
7,883,133 


Power & Light group?! 
Foreign utilities ® 
100%-owned utilities 2 
Other utilities ? 


$57,744,080 


1937 1936 


$53,121,185 
2,246,583 
2,258,483 
8,763,895 


1935 
$49,283,927 
1,991,351 
2,307,767 
7,705,624 


1934 
$46,743,582 
1,988,982 
2,165,155 
4,539,096 


2,436,837 
2,353,589 
9,704,373 





Subtotal (except Gas 
Service group) 


Cities Service Company 
and Subsidiaries 
(utility and nonutility, includ- 


$70,257,800 $72,238,879 $66,390,146 


$61,288,669 $55,436,815 


ing Gas Service group)8 $215,103,210 $229,441,566 $193,593,912 $181,951,146 $175,127,120 


Ratio of utilities 
(except Gas Service group) 
to total (utility and non- 
utility, including Gas Serv- 


ice group) 32.6% 


31.5% 34.3% 33.7% 31.7% 


1See Form USS statement, Item 5, filed with the Commission on June 2, 1939, by Cities 


Service Power & Light Company pursuant to § 14 of the act. 


record in this proceeding. 
2See applicant’s Exhibit 45. 


This statement is part of the 


3 See Consolidated Income Account of Cities Service Company and Subsidiaries contained 
in the Form 10 statement and the 10-K reports for 1935, 1936, 1937, and 1938 filed by applicant 


with the Commission under the Securities Exchange Act. 
ports are part of the record in this proceeding. 


The statement and the annual re- 
It should be noted that this Consolidated 


Income Account in 1937 and 1938 includes the accounts of some subsidiary companies which 
ended their fiscal years on September 30th or October 25th. 


36 PUR(NS) 


270 





RE CITIES SERVICE CO. 


plicable to domestic as well as foreign 
systems. 

Section 3 (a) contains five subsec- 
tions, each of which is intended to de- 
fine the requirements under which a 
distinct class of holding companies 
may be exempted from the provisions 
of the act. A statute must be so con- 
strued as to avoid implying tautology 
to the Congress, and, where the phrase- 
ology permits, successive clauses in 
the same statute must be construed to 
be designed for different purposes.” 
We are presently concerned only with 
§§ 3 (a) (3) and 3 (a) (5). Speak- 
ing generally, § 3 (a) (3) affords an 
exemption to a company which, al- 
though technically a holding company 
within the language of § 2 (a) (8), is 
substantially and essentially an indus- 
trial or other kind of company whose 
public utility subsidiaries constitute 
merely an incidental or insignificant 
element of its total business.” On the 
other hand, the legislative history of 
§ 3 (a) makes it abundantly clear that 
§ 3 (a) (5) was intended to apply to 
holding companies which, although 
organized in the United States and es- 
sentially interested or engaged in the 
public utility business, hold all or sub- 
stantially all of their operating compa- 
nies outside the United States. 

The original holding company bills 
empowered the Commission to exempt 
only those holding companies whose 
business and that of every one of 
their subsidiaries is “exclusively intra- 


state in character and confined to a 
single state in which such holding com- 
pany and all of its subsidiary compa- 
nies are organized.” ** Thereafter, a 
new § 3 (a), containing five separate 
subsections, was added to S. 1725 and 
to H. R. 5423, and the bill was rein- 
troduced in the Senate as S. 2796. 
Section 3 (a) (5) of these bills reads 
as follows: 

“(5) such holding company is not, 
and no subsidiary company thereof is, 
a public utility company operating 
within the United States.” 

The portion of the Senate Commit- 
tee’s Report on S. 2796 referring to 
§ 3 (a) (5), as it then stood, states : * 

“Subsection (a) describes five clas- 
ses of companies which, although tech- 
nically holding companies under the 
definitions, are essentially not the kind 
of public utility holding companies at 
which the purposes of the legislation 
are directed, for one of the following 
reasons : (5) the company has 
no subsidiary utilities in the United 
States and is not itself a domestic util- 
ity.” (Italics added.) 

Mr. Rayburn, who introduced the 
original House bill, made the follow- 
ing comment concerning the class of 
holding companies which was intend- 
ed to be covered by § 3 (a) (5) as it 
then stood : * 

“Fifth. Systems in which there are 
no domestic utilities but rather only 
utilities outside the United States.” 
On June 7, 1935, Senator Wheeler, 





®1See McDonald v. Thompson (1938) 305 
US 263, 266, 83 L ed 164, 27 PUR(NS) 3], 
59 S Ct 176; People v. Luhrs (1909) 195 NY 
377, 381, 89 NE 171, 172. 

22Re United States Steel Corp. American 
Sheet & Tin Plate Co. Carnegie-Illinois Steel 
Corp. Tennessee Coal, Iron & R. Co. Illinois 
Steel Co. (1936) 1 SEC 497; Re Youngstown 
Sheet & Tube Co. (1937) 2 SEC 873; Re 
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F, L. Putnam & Co. (1937) 2 SEC 887; Re 
Ohio Oil Co. (1939) 6 SEC 23. 

23S. 1725, § 4(c) and H. R. 5423, § 3(c). 
vane bills were introduced on February 6, 

24Sen. Rep. No. 621, 74th Cong. Ist Sess. 
p. 24. The same analysis, in identical lan- 
guage, is contained in H. R. Rep. No. 1318, 
74th Cong. Ist Sess. pp. 10, 11. 

2579 Cong. Rec. p. 10324. 
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the chairman of the Committee on In- 
terstate Commerce who presented the 
bill and conducted its debate for the 
committee, introduced an amendment 
which was almost identical with § 3 
(a) (5) as it now reads. In introduc- 
ing this amendment, Senator Wheeler 
stated : 

“I now desire to offer an amend- 
ment to par. 5 of subsection (a) of 
§ 3 by striking out line 24, page 18, 
and lines 1 and 2 on page 19, and sub- 
stituting therefor a new paragraph as 
follows: . . . 

“(5) Such holding company is not, 
and no subsidiary company thereof 
from which it derives any material part 
of its income, is, a company the prin- 
cipal business of which within the 
United States is that of a public util- 
ity company. 

“Tt was contended before the com- 
mittee that there might be companies, 
for instance, which were organized in 
the United States but which held op- 
erating companies entirely outside the 
United States, and consequently that 
the United States would not be inter- 
ested in such companies at all except 
in so far as it was desired to regulate 
the sale of their securities in the Unit- 
ed States. Then one of the Senators 
called my attention to the fact that 
some company of that kind might pos- 
sibly hold another company, just a 
small company, in the United States 
and that it did not derive any mate- 
rial part of its income from that com- 


pany. So this amendment is proposed 
as a substitute for the original exemp. 
tion for foreign systems, and it en- 
larges the powers of the Commission 
with reference to such companies in 
the manner I have explained.” (Italics 
added. ) 

This amendment was accepted by 
the Senate and the Senate bill contain- 
ing § 3 (a) (5) in this form was sent 
to the House. Section 3 (a) (5) of 
the bill which was subsequently passed 
by the House varied slightly from the 
Senate bill and was identical with the 
provision as it now reads in the act. 

It is clear that the House amend- 
ment to § 3 (a) (5), which contains 
only minor variations from the Senate 
amendment, was designed to achieve 
the same purpose as that stated by 
Senator Wheeler. In both amend- 
ments the substance of the original 
provision is retained, while the lan- 
guage is broadened in order to enable 
essentially foreign holding company 
systems which include minor Ameri- 
can utilities to qualify for an exemp- 
tion ; under the original provisions of 
§ 3 (a) (5) a single American utility 
subsidiary, no matter how small, would 
have disqualified such a foreign sys- 
tem from this exemption. 

For the foregoing reasons, we con- 
clude that the exemption provided by 
§ 3 (a) (5) is available only to essen- 
tially foreign holding company sys- 
tems,” and that the applicant cannot 
qualify under this section since the 





2679 Cong. Rec. pp. 8842, 3. 

271t should be noted that in every case in 
which an exemption under § 3(a) (5) has 
been applied for and granted, the applicant 
has been a holding company for a wholly 
foreign utility system. See Re Hydro Elec- 
tric Securities Co. (1936) 1 SEC 328; Re 
Electric Co. of Costa Rica (1936) 1 SEC 382; 
Re Planta Electrica (1936) 1 SEC 392; Re 
Dominion Electric Power Limited (1936) 1 
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SEC 411; Re International Pub. Service 
Corp. (1936) 1 SEC 453: Re J. G. White & 
Co. (1936) 1 SEC 457; Re Islands Gas & E. 
Co. (1936) 1 SEC 537; Re International 
General Electric Co. (1936) 1 SEC 810; Re 
American Allied Products Co. (1936) 1 SEC 
876; Re Insular Light & P. Corp. (1937) 
2 SEC 79; Re South American Utilities Corp. 
ged 2 SEC 314; Re Middle West Utilities 

‘o. of Canada (1937) 2 SEC 505; Re Inter- 
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great bulk of its utility subsidiaries are 
within the United States. 

[7, 8] In reaching the conclusion 
that the applicant is not entitled to an 
exemption under §§ 3 (a) (3) or 3 
(a) (5), we have not thought it nec- 
essary to discuss at length the ques- 
tion whether it derives “any material 
part of its income” from its public util- 
ity subsidiaries. But it is clear that in 
this respect, too, the applicant fails to 
satisfy the statutory requirements. 
During the five years ending Decem- 
ber 31, 1938, the applicant received 
$11,284,480 in cash from its public 
utility subsidiaries. This was 12.08 
per cent of its total cash income. De- 
ducting the $970,639 which applicant 
received from its foreign utility sub- 
sidiaries, the remaining income from 
its domestic utility subsidiaries 
amounted to $10,313,841, or 11.04 
per cent of the total. Considering this 
income in relation to the applicant’s 
high ratio of fixed charges, and the 
size of its long-term debt, and in view 
of the legislative reports which make 
it clear that Congress was using the 
phrase “material part” in the sense 
of an “appreciable part” (H. R. Rep. 
No. 1318, 74th Cong. Ist Sess. p. 10; 
Sen. Rep. No. 621, 74th Cong. Ist 
Sess. p. 24), we must conclude that 
the applicant does derive a “material 
part of its income” from its utility 
subsidiaries within the meaning of 


both §§ 3 (a) (3) and 3 (a) (5). 


The figures set forth above have 
been calculated on the basis of the in- 
come actually received by the appli- 
cant from its public utility subsidiaries 
and, as we have seen, even this basis 
requires a finding that applicant does 
derive a material part of its income 
from its utility subsidiaries. But it 
is clear that cash receipts do not con- 
stitute the sole test. If the determina- 
tion of whether a holding company 
derives a material part of its income 
from its public utility subsidiaries were 
to rest solely on the basis of cash ac- 
tually received, the parent company 
would then be in a position to assure 
itself of an exemption simply by pre- 
venting the distribution of earnings 
of its public utility subsidiaries for a 
sufficient period of time prior to the 
filing of an application under §§ 3 (a) 
(3) or 3 (a) (5). For this reason, 
among others, we are of the opinion 
that all sources of income, including 
undistributed income of subsidia- 
ries, must be taken into consideration.™ 
If, in view of this principle, we con- 
sider the substantial undistributed 
earnings of applicant’s utility subsidi- 
aries in the period from 1933 to 1938, 
the resultant increased equity of the 
applicant’s holdings, and the dividend 
arrearages on these holdings, our con- 
clusion that the applicant derives a ma- 
terial part of its income from its util- 
ity subsidiaries is inescapable.” 

[9] Since we have found that the 





national Utilities Corp. (1939) 4 SEC 786; 
Re Consolidated Cities Light, Power & Trac- 
tion Co. (1939) 4 SEC 965; Re American & 
Foreign Power Co. (1939) 6 SEC 396. 
%The fact that the dividends on the 
pledged stock of Power & Light and the Gas 
Service group are presently being paid to the 
trustees does not affect this conclusion. Since 
the trustees are required to apply this money 
to the payment of the applicant’s debts, it ob- 
viously remains the applicant’s income. The 


[18] 
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transaction is the same in substance as if the 
money were being paid directly to the appli- 
cant and it were transmitting such income to 
its creditors. Douglas v. Willcuts (1935) 
296 US 1, 80 L ed 3, 56 S Ct 59, 101 ALR 
391. 

29 See Re Ohio Oil Co. (1939) 6 SEC 23, 
25; Re Standard Oil Co. of California (1939) 
4 SEC 626, 628. 

30Re Public Service Co. of Oklahoma 
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applicant does not meet the standards 
of §§ 3(a) (3) or 3(a) (5), the appli- 
cation must be denied. But even if we 
were to assume that the formal re- 
quirements of these provisions had 
been met, we should nevertheless find 
it necessary to exercise the power con- 
ferred upon us in § 3 (a) to deny the 
application for exemption from the 
regulation of the act. Section 3 (a) 
requires the Commission to exempt 
any holding company which falls with- 
in one of the five categories enumerat- 
ed therein, “unless and except in so 
far as it finds the exemption detrimen- 
tal to the public interest or the inter- 


est of investors or consumers.” It js 
clear that the “unless and except” 
clause was designed to prevent the ex- 
emption of any holding company 
which, although it might meet the for- 
mal conditions under § 3 (a), is es- 
sentially the type of company “at 
which the purposes of the legislation 
are directed.” *! There can be no 


doubt that Cities Service Company 
falls within this latter category. 
Cities Service Company and its sub- 
sidiary holding and operating compa- 
nies comprise one of the most import- 
ant public utility holding company 
systems in the United States. For 





(1940) 7 SEC —, 35 PUR(NS) 197, Holding 
Company Act Release No. 2277. 

81 See Sen. Rep. No. 621, 74th Cong. Ist 
Sess. p. 24. This report also contains the 
following: 

“It is the duty of the Commission, as to any 
company which it finds to fall within one of 
these five categories, to exempt such company 
from any provision or provisions of Title I to 
the extent it deems such exemption not detri- 
mental to the public interest or the interest 
of investors or consumers. By thus imposing 
a mandatory duty upon the Commission to ex- 
empt companies falling within defined cate- 
gories except where such exemption is defi- 
nitely detrimental to the basic purposes of the 
statute, the committee has felt free to broaden 
the exemptions beyond what would be justi- 
fied if the exemptions had been made unquali- 
fied and self-operative and beyond the power 
of the Commission to correct when abused or 
used to circumvent the purposes of the title.” 
(Italics added.) 

See also H. R. Rep. No. 1318, 74th Cong. 
Ist Sess. pp. 10, 11. 

32 In the reports of the Federal Trade Com- 
mission, which are expressly referred to in § 1 
(b) of the act, 15 USCA § 79a (b), the im- 
portance of Cities Service Company as a pub- 
lic utility holding company was brought di- 
rectly to the attention of Congress. The re- 
ports were based on investigations and public 
hearings during which Cities Service was rep- 
resented by counsel and was given the op- 
portunity to examine and cross-examine wit- 
nesses. The Report of the Federal Trade 
Commission (Sen. Doc. 92, 70th Cong. Ist 
Sess.) contains the following statement (Part 
72-A, p. 307): 

“During the Commission’s investigation, be- 
fore the preparation of this report, there were 
examined 18 top holding companies, 42 sub- 


holding companies, and 91 operating compa- 
nies in the electric and gas industry. . . . 
As indicated in earlier chapters of this report, 
these companies comprise the principal sys- 
tems in the industry and include such impor- 
tant groups as Electric Bond & Share Co, 
Niagara Hudson Power Corporation, Cities 
Service Co., Associated Gas & Electric Co., 
The North American Co., Standard Gas & 
Electric Co., Middle West Utilities Co., The 
United Gas Improvement Co., Columbia Gas 
& Electric Corporation, and others.” (Italics 
added. ) 

It may further be noted that the Federal 
Trade Commission reported to Congress that 
$1,146,518,779.17 was collected from the public 
from the sale of Cities Service common stock 
during the three years and nine months, from 
April 21, 1927 to December 31, 1930, through 
Cities Service Securities Co., a wholly owned 
subsidiary of Cities Service. See summary 
report cited above at p. 542. See also Appen- 
dix B attached hereto which includes excerpts 
from the summary report and from the con- 
gressional debates referring to Cities Service 
Company and its subsidiaries and indicates the 
extent to which the Cities Service system was 
called to the attention of the Congress in the 
discussion preceding the enactment of the 
Public Utility Holding Company Act of 1935. 
See also testimony concerning Cities Service 
Company and its subsidiaries adduced before 
the congressional committees considering this 
legislation: Hearings before the Committee 
on Interstate Commerce, United States Sen- 
ate, Seventy-Fourth Congress, First Session, 
on S. 1725, pp. 114, 971-976; Hearings before 
the Committee on Interstate and Foreign Com- 
merce, House of Representatives, Seventy- 
Fourth Congress, First Session, on H. R. 5423, 
pp. 67, 154, 173, 174, 239-250, 259-261, 277- 
284, 291-295, 1362-1434, 1792, 1868-1875. 
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many years it has controlled a far-flung 
utility empire with assets valued at 
more than $400,000,000. The opera- 
tions of its subsidiary utility compa- 
nies extend to twenty states and Can- 
ada with an estimated population in 
the areas served of approximately 4,- 
500,000. The applicant’s securities 
are widely held by members of the in- 
vesting public® and the value of their 
investment obviously rests in consid- 
erable measure upon the underlying as- 
sets of applicant’s public utility sub- 
sidiaries. The record before us indi- 
cates an indulgence in practices explic- 
itly condemned by Congress, such as 
pyramiding, up-stream loans, and 
write-ups which in some instances have 
exceeded 100 per cent.** Moreover, 
the duties with which Congress has 
entrusted us in regard to the simplifi- 
cation of holding company systems 
seem prima facie applicable to the Cit- 
ies Service system, which combines a 


huge public utility network with a vast 


oil enterprise. Finally, we cannot ig- 
nore the fact that the reports of the 
Federal Trade Commission, which to 
a considerable extent supplied the fac- 
tual basis on which the act is predicat- 


ed, and the congressional debates pre- 
ceding the passage of the act contain 
frequent references to the applicant, 
among others, as an example of the 
type of company whose regulation was 
deemed necessary in order to effectuate 
the policies of the act.% The conclu- 
sion is inescapable that the applicant is 
“an agency which, unless regulated,” 
has within it the potentiality of injury 
“to investors, consumers, and the gen- 
eral public’ ** and that it would be 
detrimental to the public interest and 
the interest of investors and consum- 
ers to grant the present application. 
Applicant has urged that because of 
competitive conditions in the oil indus- 
try—and the resultant need for speed 
and secrecy in order to consummate 
transactions essential to the conduct of 
the oil business—the regulation of 
Cities Service and its subsidiary oil 
companies under the act would serious- 
ly jeopardize their ability to compete 
successfully since their competitors are 
free of such regulation. We are not 
unmindful of the difficulties which 
may be encountered by those subsidi- 
aries of the applicant which are en- 





83 As of December 31, 1938, Cities Service 
had $179,723,475 in debentures outstanding, 
owned by approximately 92,642 holders. As 
of October 15, 1939, it had 454,155 common 
stockholders and 58,113 preferred stockhold- 
ers. 

% See the Form USB registration statement 
of Cities Service Power & Light Company, 
page 29, and Exhibit D (a) to Amendment 
No. 1 to said statement, pages 1 to 8, inclu- 
sive. See also Special Supplement to the 
aforesaid statement, pages 3 to 6, inclusive. 
These documents are part of the record be- 
fore us. We cite two examples of excessive 
Write-ups which appear in the registration 
statement of Cities Service Power & Light 
Company: In 1925, Cities Service Company 
transferred to the newly organized Power & 
Light the securities of certain public utility 
companies reported to have cost Cities Service 
$48,354,282. Cities Service Company, how- 


275 


ever, received from Power & Light $99,999,- 
000 in securities of that company, $1,000 in 
cash, and the assumption by Power & Light 
of the indebtedness of Cities Service Company 
in the amount of $6,465,888, a total of $106,- 
465,888, representing a write-up of $58,111,- 
606. In 1931 Public Service Company of 
Colorado, a subsidiary of Power & Light and 
thus an indirect subsidiary of Cities Service, 
acquired from Cities Service 15 per cent of 
the outstanding common stock of Colorado 
Interstate Gas Company for $1,875,000, which 
was $1,852,000 in excess of the recorded cost 
of this stock to Cities Service. Cf. also the 
majority and dissenting opinions. In Re 
Public Service Co. of Colorado (1939) 5 SEC 
788. 

85 See Appendix B, attached hereto. 

86 See § 1(c) of the Public Utility Holding 
Company Act. 
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gaged exclusively in the oil business 
as a result of their becoming subject 
to the requirements of the act as sub- 
sidiaries of a registered holding com- 
pany. But this does not stem from the 
Holding Company Act; it is the natu- 
ral consequence of Cities Service hav- 
ing developed a hybrid form of organ- 
ization which places under its com- 
mon control both public utility and oil 
companies.*7 Whatever burden is im- 
posed by the act upon applicant’s com- 
petitive position in the oil business re- 
sults from the fact that Cities Service, 
whatever else it may be, is a public util- 
ity holding company and as such has 
been subjected by Congress to regula- 
tion under the act.** The right of 
Cities Service to retain its interest in 
its oil subsidiaries is a matter to be 
determined in accordance with the 
standards expressed in § 11. If in an 
appropriate proceeding under that sec- 
tion it is found that these oil businesses 
are “reasonably incidental, or econom- 
ically necessary or appropriate to the 
operations” of such of Cities Service’s 
public utility subsidiaries as are found 
to comply with § 11, some or all of 
these businesses may be retained. If 
it is not so found, then applicant will 
be required to dispose of its interests 


in those businesses if it is to remain a 
public utility holding company. We 
have the authority under $§ 3 (d) and 
6 (b) of the act to exempt the ac- 
quisition of nonutility properties and 
the issuance of securities by the oil sub- 
sidiaries, and we will give due consid- 
eration to the exercise of our powers 
under these provisions during such pe- 
riod and under such circumstances as 
may be consistent with the purposes 
of the act and the protection of invest- 
ors and consumers. Moreover, we 
shall instruct our staff to be available 
immediately to discuss these questions 
with representatives of the applicant 
so that we may be prepared to issue 
any appropriate exemptive orders or 
rules before the effective date of our 
order herein. 

On the basis of the facts presented 
by the record, we must deny the ap- 
plication both with regard to § 3 (a) 
(3) and § 3 (a) (5). An appropri- 
ate order will issue to become effective 
twenty days after the date of this opin- 
ion. 


By the Commission (Chairman 
Frank, Commissioners Healy, Eicher, 
and Pike), Commissioner Henderson 
absent and not participating. 





87 See Graham and Dodd, Security Analysis 
(2d Ed. 1940) p. 170. 

88It should be noted that Congress was 
fully aware of Cities Service’s participation in 
businesses other than the utility industry and 
the extent of that participation. These facts 
were presented at some length to the Con- 
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gress by a representative of the Company 
prior to the passage of the act. See hearings 
before the Committee on Interstate and For- 
eign Commerce, House of Representatives, 
Seventy-Fourth Congress, First Session, on 
H. R. 5423, pages 1362 to 1434, inclusive. 
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SECURITIES AND EXCHANGE COMMISSION 


APPENDIX B 


In February, 1928, the Senate di- 
rected the Federal Trade Commission 
to inquire into and report to the Senate 
upon various phases of holding and 
operating companies of electric and 
gas utilities to the end that Congress 
might intelligently enact legislation to 
correct any abuses that were found to 
exist in the organization or operation 
of such holding companies. There- 
after an intensive investigation was 
conducted by the Federal Trade Com- 
mission in compliance with the terms 
of the Senate resolution. During the 
course of the investigation, testimony 
was taken at public hearing at which 
representatives of the companies be- 
ing investigated were afforded the op- 
portunity to introduce pertinent testi- 
. mony or documentary evidence in the 
record and to examine and cross-exam- 
ine witnesses. Transcripts of the rec- 
ord were sent at regular intervals to 
the Senate. 

Many hundreds of pages of the rec- 
ord of the Federal Trade Commission 
hearings were concerned with the Cit- 
ies Service Company system and a re- 
view of the pertinent facts contained 
in the record with particular reference 
to the Cities Service Company, among 
others, constituted a substantial por- 
tion of the Summary Report of the 
Federal Trade Commission to the 
Senate which was transmitted in June, 
1935, several months prior to the en- 
actment of the Public Utility Holding 
Company Act of 1935. Specific refer- 
ences to the Cities Service Company 
were made also in the course of the 
congressional debates on the bill. 


The following excerpts from the 
Summary Report of the Federal Trade 
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Commission (Sen. Doc. 92, Part 72 
A), and from statements made on the 
floor of the Senate and House in the 
course of legislative debate, are s¢ 
forth for the purpose of illustrating 
the nature of the material that was be. 
fore Congress. The statements con- 
tained in these excerpts have not been 
considered as evidence in this proceed. 
ing to prove the truth of the facts as. 
serted in the statements, but they do af. 
ford some indication of the congres- 
sional intent in enacting the statute, 
The references contained in parenthe. 
ses at the end of each excerpt, other 
than those from the Congressional 
Record, are to pages of the Summary 
Report of the Federal Trade Commis. 
sion (Sen. Doc. 92, 70th Cong. Is 
Sess. part 72-A). 


I. Excerpts from the Summary Re- 
port of the Federal Trade Commis- 
sion 

“Chapter II. Growth and Importance 
of Electric and Gas Industries. 

“Section 1—Introduction. 

“In this chapter are presented cer- 
tain data regarding the growth and 
importance of the electric and gas util 
ity industries (exclusive of the elec- 
tric transportation industry ), and their 
significance from the national stand- 
point, especially in relation to inter- 
state commerce. Of course, as 
several important utility groups are in 
both the electrical and gas fields, such 
as Cities Service Co. . . ._ their 
organizations, financial interests, and 
practices, so far as examined, are dis- 
cussed herein although affecting mat- 
ters pertaining to both industries.’ 
(23) 


“Chapter IV. Organization, Struc 
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ture, and Basis of Holding Companies 
and Methods of Controlling Operat- 
ing Companies. 


“Section 5—Organizers’ Reasons 
for Forming Holding Companies. 

“Fundamentally electric and gas 
holding companies are mechanisms 
whereby their organizers and _ their 
successors promote their own finan- 
cial interests and careers. A number 
of the leading electric and gas holding 
companies have each been dominated 
by a single individual or a small group 
of individuals. For example, . . 
Henry L. Doherty has dominated Cit- 
ies Service Co. ; 

“Another purpose of the organizers 
that is served by the formation of a 
holding company and the vesting in 
it of control of a number of sep- 
arate companies, is the assurance to 
these founders and their associates of 
lucrative employment as officers, engi- 
neers, managers, accountants, and fi- 
nancial experts. For example, Henry 
L. Doherty & Co. founded Cities Serv- 
ice Co. and built up under its control 
a number of electric and gas utility 
companies, oil companies, pipe-line 
companies, etc. Technically, as al- 
ready stated, Henry L. Doherty & Co. 
is Henry L. Doherty doing business 
under that name. Practically, how- 
ever, Henry L. Doherty & Co. consists 
of Henry L. Doherty, himself, and 
certain members of a staff of engi- 
neers, managers, accountants, and fi- 
nancial experts who manage the affairs 
of Cities Service Co. and all its subsid- 
iaries, furnish them with directors, 
officers, etc. They pay themselves and 
their staff associates salaries, commis- 
sions, etc., and charge the total of the 
expenses consisting of such salaries, 
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and other expenses, to Cities Service 
Co.” — 133, — 


“Section 6—Technical Methods of 
Control with Minority Equity. 

“Prior to May 1, 1929, Henry L. 
Doherty exercised the practical con- 
trol of Cities Service Co. and of all of 
its subsidiaries, although he held, both 
directly and indirectly, less than 7 per 
cent of the total voting stock of Cities 
Service Co. 

“In the spring of 1929, cheap man- 
agement shares were created by Cities 
Service Co. and issued in the amount 
of 1,000,000 shares of 5 per cent non- 
cumulative stock. This stock was sold 
to Henry L. Doherty & Co. at a price 
of $1 per share. This stock had a par 
value of $1 per share, and each share 
conferred upon its holder one full vote 
as against one-twentieth vote per share 
conferred by the company’s no-par 
common stock, which had a stated val- 
ue of $5 per share and was selling in 
the market at the time at about $30 
per share. 

“The management’s explanation of 
its action in recommending the crea- 
tion of this stock and its sale to Henry 
L. Doherty & Co. was that a number 
of parties had been trying to acquire 
large blocks of Cities Service Co. stock 
to be held by investment trusts and 
that this measure was taken in order 
to safeguard the management against 
being ousted by such interests. Inci- 
dentally, H. L. Doherty, whose direct 
and indirect holdings of Cities Service 
Co. stock had already been reduced be- 
low 7 per cent of the total voting pow- 
er, was preparing to sell, and did sell 
for $20,500,000 (at a profit of $17,- 
748,000 to himself) 200,000 shares 
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out of his holdings. The sale of the 
1,000,000 shares of management stock 
to Henry L. Doherty & Co. substi- 
tuted, within Mr. Doherty’s control, 1,- 
000,000 votes for the 40,000 votes that 
he gave up in that sale of his holding 
of common stock. 

“Incidentally, the Doherty manage- 
ment still further safeguarded itself 
against loss of control by causing the 
board of directors to be divided into 
3 groups, only 1 of which went out of 
office in any one year; so that an ad- 
verse party would have to bring a ma- 
jority of the voting power into two 
successive annual meetings of stock- 
holders in order to wrest the manage- 
rial control from Henry L. Doherty 
and his staff. ; 

“Control through pyramiding.—An- 
other device whereby those interests 
who are already in managerial control 
of a company assure themselves of the 
continuance of that control with the 
minimum of investment is the interpo- 
sition between themselves and the con- 
trolled company of another company, 
and by the issuance and sale to the 
general public of nonvoting securities 
of the interposed company, retaining 
for themselves—at comparatively 
small investment—the voting stocks of 
the interposed company. 

“An excellent illustration of this 
method of retaining control with a 
minimum of investment concerns 
Cities Service Co. As explained in 
Chap. 5, § 4, of this report, Henry L. 
Doherty & Co. caused Cities Service 
Power & Light Co. to be organized in 
November, 1924, to take over from 
Cities Service Co. certain of the lat- 
ter’s security holdings in electric and 
other utility-operating companies, and 
in this process Cities Service Co. was 
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able to reduce its investment in th 
transferred securities from over $40. 
000,000 to less than $5,000,000 anj 
was still able to exercise the same ¢. 
gree of control over them through its 
ownership in the new company. For 
the securities acquired, Cities Service 
Power & Light Co. issued in payment 
to Cities Service Co. $100,000,000 par 
value of capital stocks and bonds. The 
sale to the public of $35,000,000 of 
these bonds and preferred stocks and 
the sale to a subsidiary of a small par 
of the common stock enabled Cities 
Service Co. to realize proceeds of over 
$35,000,000, which permitted it to 
hold the voting common stock of Cities 
Service Power & Light Co. with an 
investment of less than $5,000,000.” 
(139, 142, 143, 145.) 


“Chapter V. Growth of Capital 
Assets 

“Section 2—Capital Assets of Pub- 
lic Utility Holding and Operating 
Companies Examined. 

“The ratio of investment in subsid- 
iaries of Cities Service Co. to con- 
solidated fixed capital as shown by the 
foregoing table was 26.2 per cent, as 
of December 31, 1930. In this case, 
the investment in subsidiaries includ- 
ed, in addition to common stock, a con- 
siderable investment in the preferred 
stocks, bonds, and notes of such sub- 
sidiaries. However, Cities Service Co, 
although it had written up its invest- 
ments by over $35,000,000, had recov- 
ered in excess of $100,000,000 in cash 
of its initial investment in companies 
and properties which were consolidated 
and merged or transferred from ont 
company to another within the system. 
This was done by writing up property 
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values in the process and capitalizing 
such write-ups through security issues 
of the acquiring subsidiaries and sell- 
ing a portion of these securities to the 
investing public. Thus Cities Service 
Co. was enabled to reduce its invest- 
ment in subsidiaries without any sac- 
rifice of control and was permitted to 
reinvest the amount so recovered in 
additional securities which contributed 
to the system’s growth.” (191) 


“Section 3—Growth through Con- 
struction. 

“An illustration of a highly central- 
ized staff of engineers and technical 
specialists who supervise and handle 
to completion all major construction 
work for the operating companies in 
a system is that of Henry L. Doherty 
& Co. This company acts as fiscal 
agent for all companies in the Cities 
Service system, and one of the com- 
panies through which it has performed 
construction for those companies is 
known as Lakeside Construction Co., 
a wholly owned subsidiary of Cities 
Service Co. Lakeside Construction 
Co. has no permanent organization of 
its own, and its officers and directors 
are employees of Henry L. Doherty 
& Co. 

“The construction department of 
Henry L. Doherty & Co. furnishes the 
engineering and technical staff to work 
out all of the system’s construction 
problems and to handle to completion 
all construction jobs. Its fiscal organ- 
ization arranges the details of financ- 
ing, manages the construction com- 
pany, and furnishes all of the services 
incident thereto. Lakeside Construc- 
tion Co. is completely dependent upon 
and subservient to the will of the Do- 
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herty organization; arms-length bar- 
gaining is impossible by the construc- 
tion company and its affiliated operat- 
ing companies relative to the terms un- 
der which construction is performed. 

“When a construction job is begun 
by Lakeside Construction Co. the per- 
sonnel having charge of its operations 
is recruited generally by Henry L. 
Doherty & Co. from its own em- 
ployees and in some instances from the 
operating subsidiaries of Cities Serv- 
ice Co. These key men may be trans- 
ferred directly to the field payroll of 
the construction company or may con- 
tinue to be paid by the fiscal agent 
or the operating subsidiary, as the case 
may be, in which latter case their sal- 
aries are billed to the construction 
company. The field payroll also in- 
cludes the locally recruited labor at 
the point of construction. In addi- 
tion, the employees of Henry L. 
Doherty & Co. in New York are en- 
gaged in the work of engineering 
and design in connection with the con- 
struction job and their salaries are paid 
by the fiscal agent and billed to the con- 
struction company. All major equip- 
ment required for construction and in- 
stallation is purchased by Henry L. 
Doherty & Co. for the account of the 
construction company and the fiscal 
agent bills the construction company 
for certain supplies and expenses in- 
curred for the account of the con- 
struction company. 

“Since its organization in 1923 to 
the end of 1930 Lakeside Construction 
Co. completed 28 construction jobs ag- 
gregating $6,924,598. All of these 
jobs, except one amounting to $265,- 
193, were completed for affiliated com- 
panies in the Cities Service system. 
In the total costs of $6,659,406 for 
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work done for affiliated companies are 
included 5 per cent engineering fees 
amounting to $310,724 and, on some 
of the jobs, 10 per cent contractor’s 
fees amounting to $114,033. These 
fees were charged by Henry L. Doher- 
ty & Co. for the account of Cities Serv- 
ice Co. and were passed on to the af- 
filiated operating companies for which 
the work was done, thus becoming a 
part of the fixed capital of those com- 
panies. 

“The officials of Cities Service Co. 
advised that these fees were charged 
against the construction jobs on the 
theory that the 5 per cent engineering 
fee is a charge similar to an architect’s 
or designing engineer’s fee and the 
10 per cent contractor’s fee is similar 
to any other contractor’s charge. They 
stated that both charges are intended 
to cover all overhead expenses at all 
times and standby expenses during in- 
active periods of the construction de- 
partment of Henry L. Doherty & Co. 
They also stated that through the 
maintenance of this construction de- 
partment and other departments the 
operating subsidiaries of Cities Serv- 
ice Co. have on call at all times an en- 
gineering and technical staff available 
to work out all construction problems 
and to take over and handle to comple- 
tion all construction jobs, thus reliev- 
ing the operating management of the 
interference to routine business which 
usually accompanies construction.” 
(195, 196) 

“An illustration was cited’ in this 
section of the report respecting the 
capitalization in the fixed capital ac- 
counts of Public Service Co. of Colo- 
rado of intercompany profits to Cities 
Service Co. in connection with the fi- 
nancing of the construction of the Val- 
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mont plant for the Colorado company, 
It was pointed out that for this plant 
Public Service Co. of Colorado was 
obliged to pay in advance of the com. 
pleted construction $10,125,000 par 
value of its securities, plus dividends 
and interest thereon of $719,483 dur. 
ing the construction period—a total 
consideration of $10,844,483, which 
exceeded the cost of construction by 
$6,358,539; and that of this excess 
cost, $5,639,056 was charged to the 
fixed capital accounts of Public Sery- 
ice Co. of Colorado and $719,483 was 
charged to its income account. 

“One of the elements of cost of this 
project was interest during construc- 
tion of $267,722. This amount was 
based on the daily balances of funds 
advanced by the fiscal agent, Henry L. 
Doherty & Co., for construction, 
whether used immediately or kept on 
hand. The examiner calculated inter- 
est at the rate of 6 per cent upon the 
cumulative monthly balances of con- 
struction and arrived at an amount of 
$249,351, which is $18,371 less than 
the company charged. However, the 
important feature here is the double 
charge to Public Service Co. of Colo- 
rado for the use of funds obtained 
from the sale of its securities issued to 
finance this construction. 

“As previously stated, Public Serv- 
ice Co. of Colorado issued $10,125,000 
par value of its securities in advance 
of the construction of the Valmont 
plant. Of these securities, $2,500,000 
par value of common stock was fe- 
tained by Cities Service Co. and $7,- 
625,000 of bonds and debentures were 
immediately sold for $6,615,141 in 
cash which was more than required to 
construct the plant. Cities Service Co. 
enjoyed the use of these funds and 
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charged the project with $267,722 for 
interest on such of the funds as were 
advanced from time to time for con- 
struction. In addition to the payment 
of $10,125,000 for the plant, which 
included interest during construction 
of $267,722, Public Service Co. of Col- 
orado was required to pay during the 
construction period a total of $719,- 
483 of interest and dividends on the 
securities it issued for the plant. It 
was pointed out that this amount of 
interest and dividends was charged by 
Colorado Co. against its income, al- 
though it obtained no return for the 
funds expended until the plant was 
placed in operation.” (208, 209) 


“Section 4—Growth through Pur- 
chases and Inflation in Intercompany 
Transfers. 

“Intercompany profits and the capi- 
talization of these and other improper 
items in the transfer of properties 
and/or securities to subsidiary and af- 
fliated companies.—The preceding il- 
lustrations show the methods by which 
the control of public utility gas and 
electric companies are acquired from 
nonaffliated interests and indicate the 
manner in which holding company sys- 
tems have grown. If the purpose of 
these acquisitions by a holding com- 
pany was to extend the scope of its op- 
erations in a given territory or to elim- 
inate competitive conditions, the hold- 
ing company would then transfer the 
securities, usually the voting common 
stocks, to its principal operating com- 
pany in that territory, or it would ar- 
range to transfer to that company and 
merge with it the physical properties 
and other assets of the acquired com- 
pany. It has been found, especially 
in cases where state regulation of pub- 
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lic utilities was not particularly effec- 
tive, that such transfers of the stocks 
or the physical properties and other 
assets of an acquired company to an 
affiliated company by a holding com- 
pany have generally resulted in inter- 
company profits to the holding com- 
pany and the capitalization of these 
and other improper items in the fixed 
capital accounts of the company to 
which the transfers were made. 

“For example, on June 27, 1924, 
Cities Service Co. notified its subsid- 
iary, Public Service Co. of Colorado, 
that it had acquired in excess of 86 per 
cent of the common stock of Colorado 
Power Co. and offered to deliver that 
stock to its subsidiary for a considera- 
tion in cash equal to $40 per share for 
the stock to be delivered and 55,000 
shares of the common stock of Public 
Service Co. of Colorado of the par 
value of $100 per share, involving a 
write-up of $5,987,051. 

“In the spring of 1924 Henry L. 
Doherty & Co. acquired for the ac- 
count of Cities Service Co. 92,031 
shares of the common stock of Colo- 
rado Power Co., out of a total 110,512 
shares outstanding. The considera- 
tion paid by Cities Service Co. for the 
shares acquired was $3,194,189, 
which was at the rate of $34.71 per 
share. The stock was purchased from 
Electric Bond & Share Co. interests 
and other stockholders. These shares 
were then transferred by Cities Serv- 
ice Co. to Public Service Co. of Colo- 
rado, pursuant to the offer referred to, 
for a total consideration in cash and 
common stock of Public Service Co. 
of Colorado of $9,181,240, which was 
$5,987,051 more than the cost of the 
Colorado stock to Cities Service Co. ; 
$487,051 of this excess cost represent- 
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ed the cash profit to Cities Service Co. ; 
and $5,500,000 represented the par 
value of the common stock of Public 
Service Co. of Colorado. This stock 
was recorded at no value by Cities 
Service Co. in its investment account 
for Public Service Co. of Colorado; 
$26,896 of the cash profit was correct- 
ly credited to that same investment ac- 
count; and the remainder of the cash 
profit, amounting to $460,155, was er- 
roneously taken into the company’s 
surplus, with a consequent inflation of 
its investment account of that amount. 

“Cities Service Co. secured the in- 
tercompany cash profit of $487,051 
and the $5,500,000 par value of its 
subsidiary’s common stock without 
any outlay of funds on its part in se- 
curing the common stock of Colorado 
Power Co. The purchase was financed 
by Public Service Co. of Colorado 
through the sale of its 6 per cent gold 
notes of the principal amount of $3,- 
400,000, which netted proceeds of $3,- 
264,000, of which $3,194,189 was 
used by Cities Service Co. to effect the 
purchase of the 92,031 shares of com- 
mon stock of Colorado Power Co., 
which was at the rate of $34.71 per 
share; yet Cities Service Co. charged 
its subsidiary $9,181,240, which was 
at the rate of $99.76 per share. 

“The physical properties and other 
assets of Colorado Power Co. were 
merged with those of Public Service 
Co. of Colorado, and the total consid- 
eration paid by the latter to Cities Serv- 
ice Co., including the intercompany 
profit, was charged to the fixed capital 
account of Public Service Co. of Colo- 
rado and resulted in a write-up over 
actual cost of $5,987,051. 

“Henry L. Doherty & Co. also initi- 
ated the purchases for the account of 
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Cities Service Co. of the controlling 
interests in a number of other Cob. 
rado companies. The physical proper. 
ties and other assets of the companies 
so acquired were also transferred t 
and merged with Public Service Co, of 
Colorado. The total expenditures by 
Cities Service Co. in connection with 
these acquisitions amounted to $2. 
191,179. The properties and assets of 
the acquired companies were trans- 
ferred to Public Service Co. of Colo- 
rado in 1926 for $2,785,000, or at an 
excess cost to it of $593,821. Of this 
latter amount $454,321 represented 
the cash profit to Cities Service Co. in 
the transfers, and $139,500 represent- 
ed the discount incurred by Cities 
Service Co. in the sale of preferred 
stock of Public Service Co. of Colo- 
rado which that company issued in 
payment for some of the properties 
which it acquired. These items of in- 
tercompany profit and preferred-stock 
discounts were erroneously capitalized 
on the books of Public Service Co. of 
Colorado, by reason of being included 
in its fixed capital accounts based on 
the total consideration paid to Cities 
Service Co. for the acquired proper- 
ties and assets. 

“There are other instances of the 
capitalization of items of excess cost 
to companies in the Cities Service sys- 
tem in connection with consolidations, 
mergers, and reorganizations which 
appear in subsequent sections of this 
chapter, and one striking instance of 
intercompany profit has already been 
given in connection with the construc- 
tion of the Valmont plant for Public 
Service Co. of Colorado (see p. 202 et 
seq.). (235, 236) 


“The preceding illustrations were 
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given with particular reference to the 
intercompany profits obtained by hold- 
ing companies in the transfer of the 
properties or securities of public util- 
ity operating companies to similar com- 
panies already controlled for the pur- 
pose of widening the scope of their op- 
erations. As contrasted with such 
transfers it has been found that hold- 
ing companies have transferred the 
securities, giving control of such pub- 
lic utility companies to newly organ- 
ized subsidiary holding companies for 
the purpose of consolidating or group- 
ing their investments. In some in- 
stances this has resulted in the holding 
company recovering a portion of its 
initial investment in the securities so 
transferred by writing them up in val- 
ue on the new company’s books, capi- 
talizing such write-ups in security is- 
sues of the new company, and selling 
all but their common stocks to the 
public. 

“For example, Henry L. Doherty 
& Co. caused Cities Service Power & 
Light Co. to be organized in Novem- 
ber, 1924, to take over from Cities 
Service Co. the latter’s entire holdings 
of common stocks and other securities 
of electric utilities and substantially 
all of its security holdings in gas dis- 
tributing and street railway compa- 
nes. The following bonds and stocks 
of Cities Service Power & Light Co. 
were isued to Cities Service Co. in 
consideration for the securities ac- 
quired : 

Principal amount 20-year 6 per 

cent secured sinking fund gold 

BOBS... meee nnee bon tac ste es $20,000,000 
Par value, 7 per cent cumulative 

first preferred stock 10,000,000 
Par value, 7 per cent cumulative 


second preferred stock 
Par value, common stock 


,000,000 
64,999,000 
vedes Cecvccccccccceces $99,999,000 
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“The total investment by Cities 
Service Co. in the securities, includ- 
ing open accounts and accrued earn- 
ings transfered to Cities Service Pow- 
er & Light Co. was $40,057,852. For 
this investment Cities Service Co. re- 
ceived the capital stocks and bonds 
shown above plus $1,000 in cash for 
$1,000 par value of Cities Service 
Power & Light Co.’s common stock to 
qualify directors. Thus Cities Serv- 
ice Power & Light Co. paid $59,942,- 
148 more for the securities, open ac- 
counts, and accrued earnings which 
it required from Cities Service Co. 
than their cost to the latter. 

“These same securities, open ac- 
counts and accrued earnings were re- 
corded on the books of Cities Service 
Power & Light Co. at $106,104,403 
which was 165 per cent or $66,046,551 
more than the $40,057,952 at which 
they had been carried on the books of 
Cities Service Co. 

“All of the bonds and preferred 
stocks of Cities Service Power & 
Light Co. and 48,750 shares of that 
company’s common stock were then 
sold by Henry L. Doherty & Co. for 
the account of Cities Service Co. for 
proceds of $35,125,000. Thus Cities 
Service Co. was able to reduce its in- 
vestment in electric and related public 
utility properties from $40,057,852 to 
less than $5,000,000 and still permit it 
to exercise the same degree of control 
over the transferred companies. 

“This recovery of investment by 
Cities Service Co. was only a portion 
of the total investment recovered in 
the companies whose securities were 
transferred to Cities Service Power & 
Light Co., because prior to their trans- 
fer to that company Henry L. Doher- 
ty & Co., as fiscal agent for Cities Serv- 
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ice Co., caused the reorganization 
from time to time of a number of 
these companies. These reorganiza- 
tions resulted in write-ups of the fixed 
capital accounts of these companies 
against which securities were issued 
by the new company to Cities Service 
Co. and were in turn sold by that com- 
pany to the public, except the common 
stock which it retained. 


“As a result of all of these transac- 
tions the investment accounts of Cities 
Service Power & Light Co. and the 
fixed capital accounts of certain of its 
subsidiaries were written up in the 
aggregate $108,222,815 concurrently 
with the recovery by Cities Service 
Co. of $58,920,624 of its initial in- 
vestment in these companies, and it 
was still able to exercise the same de- 
gree of control over them with an in- 
vestment of only $4,124,988. The 
amounts so recovered in cash were re- 
invested in additional securities and 
properties, thus contributing to the 
system’s growth.” (240, 241) 


“Section 5—Growth and Inflation 
through Consolidations, Mergers, and 
Corporate Reorganizations. 


“Another example of the consolida- 
tion of nonaffiliated companies is il- 
lustrated in the organization of Ar- 
kansas Natural Gas Corporation. The 
importance of this company in the 
Cities Service system as a distributor 
of natural gas and as a factor in the 
production, transportation, refining, 
and marketing of oil is attributable to 
the consolidation in January, 1928, of 
a number of companies to form that 
company, some of which were affii- 
ated, but one important company was 


not related in any way to the others. 
The companies whose assets were 
merged to form Arkansas Natural Gas 
Corporation were Arkansas Natural 
Gas Co., Natural Gas & Fuel Corpora- 
tion, and Industrial Gas Co., with cer- 
tain natural gas and oil properties of 
Empire Gas & Fuel Co. All of these 
companies, except Arkansas Natural 
Gas Co., were controlled by Cities 
Service Co. 

“The natural gas situation in north- 
ern Louisiana, east Texas, and Ar- 
kansas became involved during the 
latter part of 1927, due to the deplke- 
tion of the natural gas supply of the 
companies serving this territory. It 
appeared that the only solution to the 
problem lay in the extension of lines 
to new fields which would necessitate 
large expenditures. Cities Service Co. 
was involved in this situation through 
the companies it controlled and was 
willing to make the expenditures, if a 
system could be formed comprising 
the larger companies operating in this 
territory. This was accomplished 
through an agreement of consolidation 
whereby Cities Service Co. and Ar- 
kansas Natural Gas Co., which was 
controlled by the Benedum-Trees inter- 
ests of Pittsburgh, Pa., agreed to con- 
solidate their interests provided the 
natural gas properties of another com- 
pany, Southwestern Gas & Electric 
Co., could be acquired. 

“The consolidation was effected 
through an exchange of stocks, and 
Cities Service Co. purchased, pursu- 
ant to the agreement of consolidation, 
$13,000,000 principal amount of the 
new company’s bonds. With the pro- 
ceeds the new company purchased the 
gas properties of Southwestern Gas & 
I“lectric Co. and certain other proper- 
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ties to complete the required exten- 
sions. The new company was organ- 
ied with an authorized capital stock 
of 6,277,225 shares, of which 2,193,- 
000 shares were 6 per cent cumulative 
preferred stock of the par value of $10 
each, and 4,084,225 shares were com- 
mon stock of no par value. In accord- 
ance with the agreement, all of the au- 
thorized stock was issued to the parties 
at interest as follows: 


Shares 


Preferred Common 
To Benedum-Trees and 
other stockholders of 
Arkansas Natural Gas 


Cie ees ae cence 1,578,000 1,633,690 








To Cities Service Co. as 
stockholder of : 
Natural Gas & Fuel Co. 
Industrial Gas Co. .... 
Empire Gas & Fuel Co. 


500,000 
40,000 
75,000 


615,000 
To all stockholders ..... 2,193,000 


1,992,305 
159,384 
298,846 


2,450,535 
4,084,225 





“The common and preferred stocks 
of Arkansas Natural Gas Corporation 
which was to be received by Empire 
Gas & Fuel Co., as shown above, was 
turned over to Cities Service Co. upon 
its payment to the Empire Co. of 
$750,000. Cities Service Co. was re- 
quired to deliver 80,000 shares of the 
preferred stock of Arkansas Natural 
Gas Corporation in part payment for 
a portion of the outstanding capital 
stock of Natural Gas & Fuel Corpora- 
Cities Service Co. then held 60 
per cent of the voting common stock 
of Arkansas Natural Gas Corporation 
and 24.4 per cent of that company’s 
nonvoting 6 per cent cumulative pre- 
ferred stock (except when in arrears 
of dividends for a period of twelve 
months ). 

“At the time of consolidation the 
fixed capital of the constituent com- 
panies, but excluding the property of 


tion. 
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Empire Gas & Fuel Co., amounted to 
$21,499,146, as follows, and consist- 
ed of both utility and nonutility prop- 
erty, natural gas and oil: 


Natural Gas & Fuel Corporation $6,515,551 
Arkansas Natural Gas Co. ...... 14,560,252 
Industrial ‘Gas Gee s....65 cceciccecs 423,343 


$21,499,146 


“This property was entered on the 
books of Arkansas Natural Gas Cor- 
poration, the consolidated company, 
without segregation as to class of prop- 
erty, at a total amount of $27,169,121, 
or a write-up in value of $5,669,975. 
This write-up was capitalized through 
the issuance of additional securities 
under the terms of the merger agree- 
ment. The increase in capitalization 
at the time of the merger, excluding 
the $13,000,000 principal amount of 
the new company’s bonds and the pre- 
ferred and common stocks it after- 
ward issued for the oil and gas leases 
and acreage of Empire Gas & Fuel Co., 
was as follows: 

Arkansas Natural Gas Corporation: 


Preferred stock 
Common stock 


$21,180,000 
3,785,379 


Predecessor companies : 
Common stock 
Bonds 


$17,295,404 
2,000,000 


19,295,404 


Increase reflected in write-up of 


fixed capital $5,669,975 


“However, as previously indicated, 
Arkansas Natural Gas Corporation 
afterward issued 75,000 shares of its 
$10 par value preferred stock and 
298,846 shares of its common stock 
with the stated value of $1 per share 
—a total of $1,048,846 in stock—in 
consideration for certain natural gas 
and oil properties of Empire Gas & 
Fuel Co., pursuant to the agreement 
36 PUR(NS) 
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of consolidation; and, as previously 
stated, these shares were turned over 
by the latter company to Cities Service 
Co. in consideration for $750,000. 
Therefore the fixed capital of Arkan- 
sas Natural Gas Corporation is fur- 
ther written up by an amount of $298,- 
846 as the consequence of the consoli- 
dation. 

“In addition to these write-ups 
there was a further write-up of $2,- 
198,866 in, the fixed capital accounts 
of the new company by reason of a 
previous write-up of that amount in 
the fixed capital of Natural Gas & Fuel 
Corporation, one of the constituent 
companies. The total write-up in the 
fixed capital accounts of Arkansas 
Natural Gas Corporation was there- 
fore $8,167,691, and represented over 
36 per cent of the ledger value of that 
company’s fixed capital at that time. 


(253-255) 


“The same arbitrary methods of 
valuing property are reflected in the 
several consolidations and mergers 
comprising Public Service Co. of Colo- 
rado, of the Cities Service group of 
companies. Public Service Co. of 
Colorado is the largest gas and elec- 
tric company in the state of Colorado. 
It has been controlled by Cities Serv- 
ice Co. from the time of the latter’s 
organization in 1919 and was one of 
the Doherty group of companies for 
several years prior to that time. The 
first company to bear the name of 
Public Service Co. of Colorado was 
incorporated in Colorado in August, 
1923, as a means of financing the con- 
struction of additional electric gener- 
ating and transmission facilities in 
Denver and vicinity. The second 


company to bear the name of Public 
Service Co. of Colorado was incorpo. 
rated in Colorado in October, 1923 
and succeeded by merger Denver Gas 
& Electric Light Co., Western Light 
& Power Co., and Public Service Co, 
of Colorado (No. 1). The present 
Public Service Co. of Colorado was 
incorporated in Colorado in Septen- 
ber, 1924, and succeeded by merger 
Colorado Power Co. and Public Sery- 
ice Co. of Colorado (No. 2). 

“Henry L. Doherty & Co., as fiscal 
agent for Cities Service Co., initiated 
the several consolidations and mergers 
resulting in the present Public Serv- 
ice Co. of Colorado and purchased 
certain properties which were trans- 
ferred to the latter company from time 
to time. As a result of these consoli- 
dations, mergers, and property trans- 
fers, the fixed capital accounts of Pub- 
lic Service Co. of Colorado were writ- 
ten up in the aggregate approximately 
$23,594,095. This amount represents 
30 per cent of that company’s fixed 
capital of $77,780,679 at December 
31, 1930. Securities of Public Serv- 
ice Co. of Colorado were issued 
against this write-up, as a result of 
which Cities Service Co. recovered in 
cash $7,513,792 of its initial invest- 
ment of $10,054,599 in the Denver 
properties, so that all of the 205,000 
shares of common stock of Public 
Service Co. of Colorado at par value 
of $20,500,000 was held by Cities 
Service Co. with but an investment of 
$2,340,807, or $11.41 per share, as 
compared to their par value of $100 
per share. 


“As developed in connection with 


the investigation of Public Service 
Co. of Colorado the common stock 
equity of that company would be wiped 
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out if the write-ups referred to above 
and certain items of capitalized bond 
discount and expense and uncollected 
earnings were deducted. If these de- 
ductions were made, Public Service 
Co. of Colorado would show a deficit 
of $93,785, as shown by the follow- 
ing comparison : 


Write-ups, discounts, and uncol- 
lected earnings capitalized 
Less common stock equity: 
Total common stock 
Pal VAIS 66.6 56 6 $20,800,000 
Surplus 5,625,133 


$26,518,918 


Total stock equity 26,425,133 


Deficit $93,785 


“On the other hand, the revalua- 
tions of properties of companies 
which were consolidated and merged 
at various times into what is now 
known as Ohio Public Service Co. 
were arrived at as a result of apprais- 
als which were approved by the Public 
Utilities Commission of Ohio. The 
Ohio Public Service Co. is also one of 
the groups of Cities Service companies 
and is the successor through several 
consolidations and mergers of 19 com- 
panies which operated in a contiguous 
territory in Northern Ohio. Eight of 
these companies had been controlled 
by the Doherty organization for years, 
even before their acquisition by Cities 
Service Co. in 1913; and the other 11 
companies had also been acquired by 
Henry L. Doherty & Co. and trans- 
ferred to Cities Service Co. from time 
to time during the years 1914-24. 

“Henry L. Doherty & Co., as fiscal 
agent for Cities Service Co., initiated 
the several consolidations and mergers 
of companies comprising Ohio Public 
Service Co. As a result of these con- 
solidations and mergers the fixed capi- 
tal accounts of Ohio Public Service 
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Co. were written up in the aggregate 
$11,881,141. However, this write-up 
which represented 264 per cent of the 
total fixed capital of $44,884,289 of 
Ohio Public Service Co. at the end of 
1924, was subsequently reduced to 
$4,916,881.37 by reason of the sale of 
certain of the gas properties of Ohio 
Public Service Co. in 1926 and 1928 
to a nonaffiliated company, Ohio Fuel 
Gas Co., of the Columbia Gas & Elec- 
tric System. Securities were issued 
against this write-up as a result of 
which Cities Service Co. was enabled 
to reduce its original investment of 
$14,534,877 in the Ohio properties to 
$275,959. This latter amount repre- 
sents an investment of $3.56 per share 
for the then outstanding 76,890 
shares of common stock of Ohio Pub- 
lic Service Co. of the par value of 
$100 per share. 

“All of the consolidations and 
mergers of the Ohio companies oc- 
curred during the period from the 
time Ohio Public Service Co. was in- 
corporated in 1921 to the end of 1924 
and, as previously indicated, with the 
consent and authority of the Public 
Utilities Commission of Ohio. The 
largest single item of write-up, includ- 
ed in the total write-ups of $11,881,- 
141 previously referred to, amounted 
to $5,829,163, and was included in 
the fixed capital accounts of Central 
Ohio Gas Co. when that company was 
organized in October, 1922. Central 
Ohio Gas Co. is one of the predeces- 
sor companies of Ohio Public Service 
Co., and the write-up in question re- 
sulted from marking up the value of 
the assets of the predecessor compa- 
nies of Ohio Gas Co. from $3,958,736 
to $9,787,899, or 147 per cent. The 
increased value was determined by ap- 
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praisal and was the amount found by 
the Ohio Commission as the value of 
the property for purchase and sale 
purposes. It appears that the increased 
property values were not justified by 
the earnings of the predecessor compa- 
nies of Ohio Gas Co. If earnings 
were considered at all, it appears that 
the write-up was based on prospective 
earnings and not on the past results of 
operations. It was only in 1921 that 
the predecessor companies made more 
than a nominal profit and in 1918 and 
1919 they operated at losses, the re- 
sult for 1919 particularly showing a 
substantial loss. It was evident from 
the data available that the operating 
results for the four years prior to 1921 
offered little encouragement for the 
belief that the properties were worth 
more than their book values at the 
time of their consolidation.” (260- 
262) 


“Chapter VI. 
Other Liabilities. 


“Section 3—Purposes for Which 
Securities Were Issued. 


Security Issues and 


“An interesting case of a similar na- 
ture was developed in the investiga- 
tion of Cities Service Co., whereby the 
latter largely recouped its investments 
in a subsidiary company through the 
reorganization of that company. 
3rush Electric Co. issued $4,000,000 
par value of securities. for the prop- 
erty and net assets that it acquired from 
Brush Electric Light & Power Co. 
This represented an increase in secu- 
rities against these properties of $3,- 
750,000 and reflected the capitaliza- 
tion of the write-up in the fixed-capital 
account of Brush Electric Co. as a 
consequence, in the amount of $3,- 


625,058.83. In the reorganization of 
Brush Electric Light & Power Co. (to 
form Brush Electric Co.) $4,000,000 
of securities were issued against net 
assets of $380,000 and among such se- 
curities was included $1,500,000 prin- 
cipal amount of first mortgage bonds 
of nearly four times the ledger value 
of those assets and $350,000 more 
than the price paid therefor by Cities 
Service Co. Brush Electric Co. issued 
to M. R. Bump, vice president of Cit- 
ies Service Co., the following: 

20,000 shares common stock 


Preferred stock 
5 per cent mortgage bonds 


“The $500,000 par value preferred 
stock was returned to Brush Electric 
Co. and by that company placed in its 
treasury at a nominal value of $1. The 
common stock and bonds aggregating 
$3,500,000 were received by Cities 
Service Co. in consideration for the 
investment of the latter of $1,303- 
339.85 in the outstanding $250,000 
par value common stock of the old 
Brush Electric Light & Power Co. 
The bonds were marketed by Henry 
L. Doherty & Co. for the account of 
Cities Service Co. over a period of 
years and proceeds of $1,015,050 
were realized. Thus Cities Service 
Co. reduced its initial investment of 
$1,303,339.85 in the old Brush Elec- 
tric Light & Power Co. to $288,289.85 
for all of the outstanding common 
stock of Brush Electric Co.” (329) 


“Section 5—Particular Practices in 
Connection with Security Issues. 

“Cities Service Co. is another ex- 
ample of a pyramided system whereby 
control of a company with assets ¢x- 


36 PUR(NS) 290 





Ing 


con 


mel 
mec 
Ser 
Lig 
ear 
and 
an 

accel 
rese 
dep 
er d 
twe 
plus 
Sup] 
the 

iari 
cour 
prec 
en | 


RE CITIES SERVICE CO. 


ceeding $1,000,000,000 is vested in 
Henry L. Doherty & Co. chiefly 
through a $1,000,000 issue to him per- 
sonally of 5 per cent noncumtulative 
stock. 

“Serious dangers in the pyramiding 
of companies, layer upon layer, lie in 
the opportunities which are afforded 
for the manipulation of accounts, se- 
crecy as to financial conditions, con- 
cealment of assets, liabilities, profits or 
losses, diversion of profits or losses 
through intercompany channels, all of 
which may result to the detriment of 
the investor or the rate-paying public 
and to the benefit of controlling inter- 
ests.” (356, 357) 

“Chapter VII. Income, Expenses, 
and Surplus of Holding and Operat- 
ing Companies. ; 

“Section 8—Undistributed Earn- 
ings of Subsidiaries Recorded As In- 
come to Holding Companies. 

“Cities Service Power & Light Co. 
method.—This company is an inter- 
mediate holding company of Cities 
Service Co. Cities Service Power & 
Light Co. counts the undistributed 
earnings of its subsidiaries as income, 
and sets up the sums, so taken up, as 
an asset styled ‘Earnings receivable 
accrued.’ The earnings taken up rep- 
resent earnings before provision for 
depreciation. These earnings are lat- 
er divided by the holding company be- 
tween “Corporate surplus’ and ‘Sur- 
plus reserves.’ The former account is 
supposed to reflect among other things 
the undistributed earnings of subsid- 
aries taken up, while the latter ac- 
count is supposed to represent the de- 
preciation reserves of subsidiaries tak- 
en up. In the case of this company 
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the undistributed earnings receivable 
were increased during the period from 
1924 to 1930, by $11,252,000 over and 
above the amount indicated as profit 
by the subsidiaries; and the deprecia- 
tion reserves of subsidiaries or surplus 
reserve of Cities Service Power & 
Light Co. were reduced by a like sum. 
During 1930 the depreciation reserves 
of the subsidiaries were reduced; a 
special surplus reserve was set up and 
the undistributed earnings of the sub- 
sidiaries were brought into agreement 
with the ‘Earnings receivable accrued’ 
of the holding company. 

“This adjustment in 1930 does not 
alter the fact that previously the hold- 
ing company had recorded as income 
a portion of the provisions for depre- 
ciation set aside by the subsidiaries. 
The examiner's report asserts that this 
practice was followed in order to cre- 
ate the appearance of sufficient earn- 
ings from subsidiaries to permit pay- 
ment of cash dividends on common 
stock. The bond indentures executed 
by this company provided that no divi- 
dends other than’ stock dividends 
could be paid out of dividends re- 
ceived upon stocks of subsidiaries if 
the combined provision for deprecia- 
tion of said subsidiaries was less than 
$13,957,000, except as diminished by 
the depreciation reserve on property 
sold. 

“In brief, the holding company was 
forbidden by the provision of a bond 
indenture from paying cash dividends 
on common stock unless a certain ac- 
cumulated depreciation reserve had 
been provided on the books of the sub- 
sidiaries. The net earnings recorded 
by the subsidiaries, after deduction 
for the depreciation provision, would 
not have permitted the payment of a 
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cash dividend on the common stock 
by the holding company according to 
the indenture. The holding company 
took up the undistributed earnings of 
the subsidiaries, as shown on their 
books, before any deduction for provi- 
sion for depreciation. The holding 
company, after taking up the earnings 
of subsidiaries in the manner de- 
scribed, set up in a depreciation re- 
serve for subsidiaries, or surplus re- 
serve of Cities Service Power & Light 
Co., a smaller amount with respect to 
these subsidiaries than set up by them. 
This method is peculiar to the account- 
ing for the Cities Service system. The 
difference between the amount set 
aside by the subsidiaries for deprecia- 
tion, and that set aside by the holding 
company, appeared as net undistribut- 
ed earnings of subsidiaries, out of 
which dividends were declared. This 
practice amounts to declaring divi- 
dends out of depreciation reserve and 
results in the declaration of a capital 
dividend. 

“The income established by Cities 
Service Power & Light Co. is in turn 
taken up by its holding company, Cit- 
ies Service Co., as undistributed earn- 
ings of subsidiaries. 

“Cities Service Co. method.—This 
company counts the undistributed 
earnings of its subsidiaries as income 
and sets up the sums, so taken up, as 
an asset styled ‘Earnings receivable ac- 
crued.’ Other direct additions to, or 
deductions from, surplus by subsidiar- 
ies are reflected in this same asset ac- 
count, but are taken up directly in 
some surplus account instead of com- 
ing to surplus through income. 

“As of December 31, 1930, the 
‘Earnings receivable accrued’ on the 
books of Cities Service Co. amounted 


to $147,159,000. Included in this 
amount is $19,994,000 of debts for. 
given by Cities Service Co. This sum 
should be deducted from the total 
‘Earnings receivable accrued,’ leaving 
a balance of $127,165,000 represent- 
ing undistributed surplus taken up. 
The surplus accounts of Cities Service 
Co., as a single corporate entity, relat- 
ed to the ‘Earnings receivable reserve’ 
on the above date, amounted to $67. 
767,463. The latter is but slightly 
more than 50 per cent of the earnings 
receivable accrued. This means that 
approximately 50 per cent of the un- 
distributed surplus of subsidiaries had 
been distributed in the form of cash or 
stock dividends, yet this undistributed 
surplus technically belonged to the 
subsidiaries and had not been designat- 
ed by them as having been taken up by 
the holding company.” (471, 472) 


“Section 9—Other Sources of In- 
come to Holding Companies. 

“Income of holding companies due 
to methods of handling Federal w- 
come tax payments.——Some holding 
companies have collected from their 
respective subsidiary companies funds 
with which to pay Federal income tax 
for all the companies in a group. The 
total amount of funds collected by the 
holding companies from the subsidia- 
ries usually exceeded the amounts ac- 
tually paid by the holding companies. 
This practice has resulted in an unusu- 
al, if not unjustifiable, means of in- 
come to those holding companies en- 
gaging in this practice. 

“An outstanding illustration of this 
procedure is shown in the report on 
Cities Service Co. During the years 
from 1922 to 1930, inclusive, Cities 
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Service Co. collected from its subsid- 
aries $11,611,601.35 for Federal in- 


come taxes. During this period, Cit- 


ies Service Co. paid Federal income 
taxes on the basis of a consolidated in- 
come tax return in the sum of $1,745,- 
220.98. The excess amount collected 
over the amount paid by Cities Service 
Co. was $9,866,380.37.” (477-479) 


“Section 10—Expenses. 

“Suspending and deferring expen- 
ses—A difficulty encountered in any 
examination of expenses of holding 
and operating companies was occa- 
sioned by the practice of suspending or 
deferring expenses. Suspending or de- 
fering expenses means charging ex- 
penses to a balance sheet debit ac- 
count rather than an expense account. 
The expenses suspended were allowed 
by some companies to remain in a sus- 
pense account for several years before 
being included in expenses. Such a 
procedure causes a difficulty in deter- 
mining the proper amount of expenses 
applicable to the curent period. It may 
be justifiable, theoretically, to defer in- 
cluding certain expenditures in current 
expenses, if the results of such expen- 
ditures cannot accrue until later. 
Whenever such items of expense, with 
the exception of prepaid current ex- 
pense, are deferred, subsequent opera- 
tions should be made to absorb them 
as quickly as possible and they should 
be quickly charged off the balance 
sheet as the asset value may be ex- 
tremely doubtful. 

“As an example, the Gas Service 
Co, a subholding company of the 
Cities Service Co. group, advanced the 
sum of $155,425 during the year 1930 
'o agents for public relations and ad- 
Vertising. The money was advanced 
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at the instigation of Henry L. Doher- 
ty & Co. to defeat the plan of competi- 
tors to enter the territory served with 
gas by the Cities Service Co. group. 
The competitiors failed in their at- 
tempt to invade the market. When 
the funds were advanced to the agents, 
they were charged to a suspense ac- 
count ‘Henry L. Doherty & Co., fis- 
cal agent special,’ and were not 
charged either to current expenses of 
the holding company or to any affiliat- 
ed operating company. As of Decem- 
fer 31, 1932, or after a period of over 
two years, none of this expenditure 
had been added to expenses, but had 
been allowed to remain in suspended 
expenses. In view of the fact that 
the expenditure was made for the 
benefit of the gas utility companies, 
it follows that these companies should 
bear the expense. When expenditures 
are handled as in this case they do not 
appear in any operating expenses un- 
til some subsequent amortization date. 
Further, they are not reflected on the 
books or records of any operating com- 
pany, yet they were expended for their 
benefit. The corporate structure of a 
holding company lends itself readily 
to such a deferring of expenses which 
in appearance increases current earn- 
ings.” (485) 

“Section 11—Depreciation. 

“Cities Service Co.—In the report 
on the examination of the accounts and 
records of Arkansas Natural Gas Cor- 
poration, a subsidiary of Cities Serv- 
ice Co., the examiner shows the pipe 
line and producing subsidiaries of Ar- 
kansas Natural Gas Corporation 
claimed an amount of $1,560,302 dur- 
ing the year 1930 for depreciation and 
depletion for income tax purposes. 
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This amount was allowed by the Bu- 
reau of Internal Revenue. The 
amount of depreciation provided for 
on the books of the companies was 
$954,022, or a difference of $606,280. 
In this same year the distributing com- 
panies claimed depreciation of $598,- 
140, which was $300,036 more than 
was provided in the accounts of the 
companies. Stated differently, either 
depreciation and depletion allowed for 
income tax purposes by the Bureau of 
Internal Revenue was excessive or the 
companies failed to provide an ade- 
quate reserve. 

“Attention is also directed to Fed- 
eral Trade Commission Exhibit 5358, 
which is a published statement of the 
capitalization and earnings of Arkan- 
sas Natural Gas Corporation and its 
subsidiaries, for the fiscal year ending 
September 30, 1930. This statement 
was issued in connection with the sale 


of class A common stock of the Ar- 


kansas Natural Gas Corporation. 
This shows that the capitalization of 
the company includes preferred stock, 
common stock, and class A common 
stock. The class A common stock was 
sold to investors scattered over a wide 
territory. The earnings statement for 
the twelve months ending September 
30, 1930, is quoted herewith: 
Gross earnings 


Operating expenses, maintenance, 
and all taxes 


$11,856,286 
6,502,488 


$5,353,798 
928,224 


Wet GAPRINOS  ccissisesie se oacare' 
Fixed charges 


Balance available for divi- 
dends, reserves, etc. ....... 
Dividends on preferred stocks ... 


$4,425,574 
1,315,734 


Balance available for depre- 
ciation and other reserves 
and dividends on common 


$3,109,840 
“The above statement means little 
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or nothing as far as the common stock- 
holder is concerned, except to mislead 
the reader. However, it might lead 
the uninformed preferred stockholder 
to believe that the earnings of the 
company were more than three times 
the preferred stock dividend require- 
ments. Such is not the case, for the 
amount of $4,425,574, shown as bal- 
ance available for dividends, reserves, 
etc., fails to take into consideration the 
fact that provisions for depreciation 
and other operating reserves are as 
properly a charge against the gross 
earnings of the company as any other 
expense of operation, and should not 
be confused with the amount available 
for dividends. 

“As for the balance of $3,109,840, 
which is shown as ‘available for de- 
preciation and other reserves and divi- 
dends on common stocks,’ the common 
stockholder is unable to tell the 
amount of such balance that was avail- 
able for dividends on his stock. For 
instance, if the amount which was 
claimed by the company as sustained | 
depreciation and depletion for income 
tax purposes were deducted, to say 
nothing of other reserve requirements 
which may have been obligatory on 
account of indentures securing the 
bondholders of the company, the bal- 
ance available for preferred dividends 
would have been $2,267,132, which 
would have left only $951,398 avail- 
able for dividends on the 7,605,281 
shares of common stocks that were 
outstanding after issue of the class A 
stock. 

“In the case of Public Service Co. 
of Colorado, also of the Cities Service 
Co. group, a reserve for depreciation 
was provided at yearly rates, varying 
from a high of 3.39 per cent to a low 
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RE CITIES SERVICE CO. 


of 1.13 per cent of depreciable prop- 
ety, after exclusion of write-ups. 
The amount provided for on the books 
of the company equaled the amount 
claimed and allowed by the Internal 
Revenue Bureau for income purposes. 
The company, however, did not al- 
low the full amount provided to re- 
main in the depreciation reserve 
account. In 1927 it transferred $800,- 
000 from the reserve to earned sur- 
plus. Again in 1930 it transferred 
§?200,000 from the depreciation re- 
serve account to a special surplus ac- 
count. In both instances the amount 


transferred from the depreciation re- 
serve became available as a source 
from which dividends might be de- 
cared and paid.” (506-508) 


“Section 12—Surplus. 

“Cities Service Power & Light Co. 
—Cities Service Power & Light Co. 
does not publish a financial statement 
as a separate corporate entity but pub- 
lishes a consolidated statement. The 
Commission’s examiner, in his report 
on this company, did, however, pre- 
sent such a financial statement. 

“This statement shows that Cities 
Service Power & Light Co., as a sep- 
arate corporate entity, earned a net 
corporate income, during the last six 
months of 1924 and for the years 
1925 to 1930, inclusive, of $13,- 
403,076. Various adjustments of 
surplus increased the earned surplus 
during this period to $14,973,170. 

“During this same period, the com- 
pany recorded equity in undistributed 
earnings of subsidiaries amounting to 
$16,136,771. The undistributed earn- 
ings recorded were considered as cur- 
rent income and therefore were added 


to surplus, making the total surplus 
$31,109,941. 

“During the period noted above, 
the company paid cash dividends on its 
preferred stock of $5,901,792 and on 
its common stock $24,591,661, or to- 
tal dividends disbursed of $30,- 
493,458. Considering the fact that 
the company had only a realized 
earned surplus of $14,973,170, and 
yet paid dividends in cash amounting 
to $30,493,458, it will be observed 
that dividends were paid out of un- 
realized income in the form of undis- 
tributed earnings of subsidiaries. In 
view of this fact, it is apparent that 
the cash funds used to pay the divi- 
dends necessarily had to be obtained 
through loans or through the sale of 
securities based on the reinvested earn- 
ings in the subsidiary companies. In 
this connection, it is noted that the 
earnings of the subsidiaries were not 
declared out of the surplus of the sub- 
sidiaries and therefore did not legally 
belong to the holding company. 

“The method followed allows the 
subsidiaries to show surpluses instead 
of liabilities on their balance sheet 
which would have been the case had 
the subsidiaries declared dividends and 
then borrowed funds from the holding 
company, or financed their needs 
through the issuance of securities.” 
(526, 527) 


“Chapter VIII. Methods of Market- 
ing Securities and of Influencing the 
Course of Their Market Prices. 

‘Section 3—Marketing Methods Used 
by Henry L. Doherty & Co. in Dis- 
tributing Securities of Cities Serv- 
ice Companies. 

“Sales channels and magnitude of 
transactions.—Striking illustrations of 
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the channels and methods of distribut- 
ing and selling securities to the general 
public and of operations upon the or- 
ganized securities exchange in connec- 
tion therewith was furnished at length 
in the report on Cities Service Securi- 
ties Co. These operations were 
carried on by Henry L. Doherty & Co. 
Prior to April 1, 1927, Henry L. 
Doherty & Co. carried on these opera- 
tions in the securities of Cities Service 
Co. and its subsidiaries for the account 
of Cities Service Co.; subsequent to 
April 1, 1927, these operations were 
carried on by the same organization, 
but for the account of Cities Service 
Securities Co. 

“The Commission examined the op- 
erations of Henry L. Doherty & Co. 
in Cities Service Co. common stock 
during the three years and nine months 
from April 21, 1927, to December 31, 
1930. During that time, Henry L. 
Doherty & Co. effected sales through 
selling groups, distributing groups, 
through its own retail sales organiza- 
tion, through a small army of employ- 
ees of the operating subsidiaries of 
Cities Service Co., to warrant-exercis- 
ing debenture holders, and over the 
counter to an extent equivalent to 41,- 
488,512 shares of the present no-par 
common stock; and the invoice pro- 
ceeds of these sales amounted to $1,- 
146,518,779.17. During the same pe- 
riod, and simultaneously with the ac- 
complishment of these sales, Henry L. 
Doherty & Co.’s market purchases of 
this stock amounted to 34,057,929 
shares and entailed an expenditure of 
$965,710,037.65. The number of 
shares of new original issue that were 
issued or issuable as a result of the 
aforesaid sales was only 5,649,997; 


and the net proceeds available to the 
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treasury of Cities Service Co. amount- 
ed to only $80,741,657.57. The mar- 
ket purchases consisted in part of pur- 
chases effected ‘over the counter,’ but 
mostly of purchases made through 
brokers on the New York Curb Ex. 
change. That is, in order to make q 
net issue of less than 5,650,000 shares. 
the organization effected sales of a 
volume more than seven times as great 
and simultaneously purchased, mostly 
on the New York Curb Exchange, a 
volume nearly six times as great. Due 
to the enormous expenditure of funds 
made in effecting those purchases, out 
of the gross proceeds of the sales, 
amounting to more than $1,146, 
000,000, less than $81,000,000, i. e., 
only about 7 per cent, as already stat- 
ed, was available to the treasury of 
Cities Service Co. as new capital 
funds. 


“The equivalent of more than 34,- 
000,000 shares purchased during this 
period and the expenditure of nearly 
$966,000,000 in effecting these pur- 
chases furnished to the holders of Cit- 
ies Service common stock a very 
ready resale market in which they 
could dispose of their shares if they 
had occasion to do so—so ready and 
extensive, indeed, that, until the stock- 
market crash in October, 1929, there 
was offered not only to the bona fide 
investing stockholders, but to every 
margin speculator therein, an opportu- 
nity to resell their shares at a hand- 
some profit.” (542, 543) 


II. Excerpts from the Congressional 
Debates Preceding the Enactment 
of the Public Utility Holding Com- 
pany Act of 1935. 

“How does it hurt the investor to be 
given a security in a sound business 
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RE CITIES SERVICE CO. 


for one that has been unsound and al- 
ways will be unsound? I recall one of 
the days of the financial crash in 1929. 
Going into a building, I saw people 
standing around a woman who had 
fainted. It developed that she had 
saved up a couple of thousand dollars 
scrubbing floors over a long period of 
time. Some one had persuaded her to 
put her entire savings into Cities Serv- 
ice securities, and she was still buying 
more on the instalment plan. 

“The utility lobbyists tell us that 
what they are trying to do is to save 
what is left of the savings of poor old 
srub-women like that, but we all 
know that they care no more now for 
the widows and orphans and other un- 
fortunates who hold their securities 
than they cared for the different set of 
widows, orphans, and other unfortu- 
nates they ruined in 1929, and that the 
only safe thing for those who hold Cit- 
ies Service stock today is to make 
Cities Service give them a substitute 
security in a decent operating compa- 
ny that has an excuse for existence and 
that can be regulated sufficiently so 
that they can be protected from the 
Cities Service racketeers.”” (Senator 
Brown, 79 Cong. Rec. 8710.) 


“Mr. Barkley. I appreciate that. 
Tam coming to one now. The Cities 
Service Co. stock in 1929 was selling 


at $68.50 on the curb market. I think 
its stock was not registered on the 
New York Stock Exchange. While 
the Cities Service Co. was putting out 
more than 40,000,000 shares of its 
stock, it was sending its agents to of- 
fices and homes and peddling its stock 
at from $30, $65, and $68 a share, and 
at the same time was selling its own 
stock on the market and then buying 
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it on the same market in order to cre- 
ate an appearance of value, so that it 
might peddle its stock to the people of 
the country by sending its representa- 
tives to their houses and office build- 
ings. I know within my own experi- 
ence and acquaintance of working 
girls in the city of Washington who 
bought stock in the Cities Service Co. 
at $30, $40, $50, and $60 a share and 
were paying for it on the instalment 
plan, who cannot get $2 a share for 
it today and could get but $2 a share 
for it in February, 1933, before the 
Roosevelt administration took office 
and before a holding company bill was 
introduced. 

“Yet we are told that we are about 
to destroy values here by passing a 
bill which will make it possible to con- 
trol the great holding companies which 
are overlording the utilities, some of 
which are padding their accounts and 
their sales and their general expenses 
and their legal expenses in order that 
they may fit into a rate structure 
which will enable them to declare divi- 
dends upon stock that never had any 
value, and never can have any value, 
unless it is based upon the value of the 
operating utility which they control.” 
(Senator Barkley, 79 Cong. Rec. 
9048.) 

“In 1924 Henry L. Doherty & Co. 
organized the Cities Service Power & 
Light Co. to take over securities 
owned by the Cities Service Co. The 
assets were recorded on the books of 
the new company at $106,104,403, or 
165 per cent more than the $40,067,- 
952 at which they were carried on the 
books of Cities Service Co. This was 
a write-up of $66,046,551. 
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“Write-ups of operating companies 
as shown by the Federal Trade Com- 
mission were $93,000,000 in the 
American Power & Light group, $62,- 
000,000 in the Electric Power & Light 
group, and $47,000,000 in the Natural 
Power & Light group. Write-ups of 
$134,000,000 were found on the books 
of operating companies in the Cities 
Service Co. and not all of the compa- 
nies were examined. 

“The purpose of write-ups and their 
capitalization is to enable the holding 
companies to recover a large part or 
all of their investment in operating 
companies—or other holding compa- 
nies—and still retain control and share 
in the profits. 

“When the Cities Service Co. sold 
its stock holdings in 1924 to Cities 
Service Power & Light Co., it received 
$99,999,000 in securities of the latter 
for securities which had cost it about 
$40,000,000. It then disposed of a 
large part of the securities of the Cities 
Service Power & Light Co., reducing 
its investment of $40,000,000 to less 
than $5,000,000. 

“In 1924 Cities Service Co. pur- 
chased stock of the Colorado Power 
Co. and later transferred to it a sub- 
sidiary, the Public Service Co. of 
Colorado, for $5,987,051 more than it 
cost. It received payment in securi- 
ties of the Public Service Co. of Colo- 
rado, and sold part of them for more 
than it had paid for the stock deliv- 
ered, retaining $5,500,000 of common 
stock of the Public Service Co. of 
Colorado, which cost it less than noth- 
ing. 

“The Lakeside Construction Co., 
which built a plant for the Public 
Service Co. of Colorado, for which it 
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received $10,000,000 of securities, and 
it more than defrayed the construction 
cost from the sale of $6,000,000 in 
bonds and preferred stock which had 
been issued to it in payment for the 
construction. It retained $2,500,000 
of common stock which cost it noth- 
ing. The construction company and 
the Public Service Co. of Colorado 
were both controlled by the Cities 
Service Co. ; 

“The Associated Gas & Electric Co, 
was permitted: for a long time to make 
consolidated income tax returns. From 
1926 to 1929 it paid no income taxes 
to the United States government, but 
collected for income taxes from its 
subsidiaries the sum of $2,900,000, 
which passed into its own income ac- 
count, although charged by the operat- 
ing company as taxes. These taxes 
were estimated for each month and 
were treated as advances to the operat- 
ing company. The operating compa- 
nies were charged interest on these 
amounts at the rate of 8 per cent per 
year, compounded monthly. 

“The New England Gas & Electric 
Association controlled by the same 
persons who controlled Associated Gas 
& Electric, used the same device, and 
in 1927, 1928, and 1929 received 
$514,000 income from taxes paid by 
subsidiaries. 

“The Cities Service Co. adopted this 
device, and from 1922 to 1930 col- 
lected $11,611,601.35 from subsidi- 
aries as taxes, paid $1,743,220.98 to 
the United States government, and 
pocketed $9,866,380.87. The right to 
make consolidated income tax returns 
has recently been taken away.” (Rep: 
resentative Rayburn, 79 Cong. Rec. 
10321-10323.) 
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RE CITIES SERVICE CO. 


ORDER 


Cities Service Company having 
made application for an order exempt- 
ing it and its subsidiaries as such from 
the provisions of the Public Utility 
Holding Company Act of 1935 pursu- 
ant to $§ 3 (a) (3) and 3 (a) (5) 
thereof; notice and opportunity for 
hearing on said application having 
been duly given; a hearing having 
been held on said application; briefs 


having been filed; oral argument hav- 
ing been heard by the Commission ; the 
record having been duly considered by 
the Commission, and the Commission 
having made appropriate findings of 
fact as fully set forth in the findings 
and opinion of the Commission this 
day issued ; 

It is ordered that the application for 
exemption be denied, provided, how- 
ever, that the effective date of this or- 
der shall be January 16, 1941. 





COLORADO PUBLIC UTILITIES COMMISSION 


Re Rupert E. Borden 


[Application No. 4746, Decision No. 16064.] 


Commissions, § 38 — Jurisdiction — Uncertificated carrier. 
The Commission has no jurisdiction over a carrier whose certificate has 
been revoked, since the statute gives it jurisdiction over operating utilities 
only, and, therefore, a complaint seeking a determination as to the carrier’s 
previous charges must be dismissed. 


[October 26, 1940.] 


Wipers seeking determination of uncertificated carrier’s 
previous charges; dismissed. 


APPEARANCES: Worth Allen, Den- 
ver, and Moynihan and Hughes, Mont- 
rose, for U. S. Vanadium Company 
and Rupert E. Borden; Richard E. 
Conour, Del Norte, and W. F. Hay- 
wood, Grand Junction, for Valley 
Truck and Implement Company. 


By the Commission: On June 23, 
1936, one Rupert E. Borden was is- 
sued a private carrier Class ““B” per- 
mit, which authorized the transporta- 
tion of mining machinery, supplies, 
and general freight, for the U. S. 
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Vanadium Company, only, from Rifle, 
Colorado, to Paradox. 

Thereafter, said permit was extend- 
ed to include operations for said com- 
pany from any point in Colorado into 
said Paradox area in both intrastate 
and interstate commerce. 

On April 7, 1937, an order was is- 
sued, granting a certificate of public 
convenience and necessity to said Ru- 
pert E. Borden, authorizing the trans- 
portation, on call and demand, of 
freight from point to point within a 
radius of 20 miles of Uravan, and 
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from and to points in said area, to and 
from Grand Junction (transportation 
of freight from and to Nucla not in- 
cluded) and the transportation on 
schedule of freight from and to Grand 
Junction, to and from all points on and 
along Highway No. 141 between (and 
including) Uravan and (but not in- 
cluding) Whitewater. 

The order granting this certificate 
canceled all of Private Permit No. B- 
1269 except the authority to transport 
used equipment, materials, and ma- 
chinery from the Vanadium mill at 
Rifle for the U. S. Vanadium Com- 
pany, only, to Uravan. 

Thereafter, on August 27, 1937, an 
application was filed with the Com- 
mission, seeking authority to transfer 
said certificate of public convenience 
and necessity and private permit from 
the said Rupert E. Borden to Valley 
Truck and Implement Company, and 
on December 1, 1937, an order was 


entered (Decision No. 11023) author- 
izing the said Rupert Borden to make 
said transfer. 


The actual transfer of the certifi- 
cate from Rupert E. Borden to Valley 
Truck and Implement Company did 
not become effective upon our records 
until March 12, 1938, and effective 
May 1, 1938, said certificate was sus- 
pended for a period of six months, with 
the right to reinstate at any time dur- 
ing said suspension period upon com- 
plying with the law and our rules and 
regulations. We received a request 
to reinstate said certificate on July 
27, 1938, but due to the fact that no 
cargo insurance was on file, the cer- 
tificate was never reinstated, and the 
same was revoked on December 19, 
1938. So far as this Commission’s 
records disclose, the Valley Truck and 
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Implement Company actually had the 
right to operate under Certificate of 
Public Convenience and Necessity No, 
1194 from March 12, 1938, to May 
1, 1938, only. 

Transfer of the private permit never 
was effected upon our records. 

On August 8, 1938, petition was 
filed by Rupert E. Borden and the 
shipper heretofore mentioned, U. S. 
Vanadium Corporation, a corporation, 
which petition recited the issuance of 
carrier authority heretofore mentioned 
and the transfer of said common car- 
rier certificate to Valley Truck and 
Implement Company, and, among oth- 
er things, alleged the transportation of 
certain freight by said Borden and his 
successor, the Vailey Truck and In- 
plement Company, a_ corporation, 
aforesaid, and the entry of certain or- 
ders by the Commission, wherein it 
purported to prescribe rates for the 
cartage of certain types of freight, 
and asked the Commission to construe 
said orders with relation to said cer- 
tificate and permit and to make a find- 
ing that the Commission never had 
prescribed rates which became effective 
or applicable to the transportation 
service performed by said Borden and 
said Valley Truck and Implement 
Company for petitioner, U. S. Vana- 
dium Corporation, and that said 
Vanadium Corporation never owed 
any lawful duty to pay the same, or 
any of them; that the petitioner, Bor- J 
den, be authorized, and said succes- 
sor, the Valley Truck and Implement 
Company, be required to waive any 
possible undercharges and to make 
such other construction, findings, and 
orders as may be mete, proper, and 
lawful, including a finding and order 
that the rates agreed upon, paid, and 
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RE BORDEN 


accepted by the Vanadium Corporation 
and the carriers were lawful, and that 
the parties are bound thereby. 

Thereafter, respondent, by his at- 
torneys, appearing specially for the 
purpose of the motion only, moved to 
dismiss said petition upon the ground 
that the Commission had no jurisdic- 
tion to hear and determine the same, 
or in any manner to grant the relief 
sought by petitioners, said motion pri- 
marily being based upon the ground 
that relief sought required determina- 
tion of legal questions, which the 
Commission could not do—that is, 
that we lacked jurisdiction of sub- 
ject matter. 

On January 28, 1939, an amended 
petition was filed, which prayed the 
construction of the orders and other 
acts of the Commission and the acts 
and conduct of the petitioners and of 
the Valley Truck and Implement Com- 
pany, and that the Commission “as- 
certain and determine the legal duty 
of the shipper company with regard 
to payment of the rates and charges 
specified in Case No. 1585.” 

Respondent, by his attorneys, filed 
the same motion to distniss the amend- 
ed petition that was filed relative to the 
original petition. 

On July 12, 1939, in Decision No. 
13746, 31 PUR(NS) 409, we refused 
to dismiss the amended petition, and 
held that we had jurisdiction to ex- 
tent of clarifying and construing the 
meaning and effect of certain of our 
orders and proceedings in the peti- 
tion set forth. 

Thereafter, on August 5, 1939, re- 
spondent, Valley Truck and Imple- 
ment Company, filed a petition for re- 
hearing, which was denied on Au- 


gust 23, 1939, Decision No. 13891, 31 
PUR(NS) 422. 

On December 19, 1939, the Valley 
Truck and Implement Company, re- 
spondent herein, by its attorneys, ap- 
pearing specially for the purpose of 
challenging the jurisdiction of the 
Commission over the person of re- 
spondent, filed its “Answer to the 
Jurisdiction,” wherein it alleged that 
on or about the 19th day of December, 
1938, the Commission revoked Certifi- 
cate of Public Convenience and Ne- 
cessity No. 1194 held by Valley Truck 
and Implement Company, without no- 
tice to it, said respondent being un- 
aware of said revocation and cancella- 
tion until receipt of Decision No. 
13746, dated July 12, 1939, supra; 
that, prior to December 19, 1938, re- 
spondent, with the knowledge of the 
Commission, discontinued service to 
the public as a common carrier ; that, 
at all times since December 19, 1938, 
and for several months prior thereto, 
the Commission was, and is, without 
jurisdiction of the person of respond- 
ent because : 

(a) That respondent, prior to and 
since December 19, 1938, has not been 
and is not now a common carrier op- 
erating for the purpose of supplying 
the public for domestic, mechanical, 
or public uses, and since said date has 
not been, and is not now engaged in 
any business affected with a public 
interest, as defined and limited by 
Chap. 127, Session Laws of 1913, as 
amended and supplemented. 

(b) That respondent, prior to and 
since December 19, 1938, has not been 
and is not now a “motor vehicle car- 
rier,” owning, controlling, operating, 
or managing any motor vehicle used in 
serving the public in the business of 
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the transportation of persons or prop- 
erty for compensation as a common 
carrier over any public highway of 
this state, as defined and limited by 
Chap. 134, Session Laws of 1927, as 
amended. 

(c) That respondent, prior to and 
since December 19, 1938, has not been 
and is not now a “private carrier by 
motor vehicle,” owning, controlling, 
operating, and managing any motor 
vehicle in the business of transporting 
persons or property of others for com- 
pensation or hire over any public 
highway of this state, as defined and 
limited by Chap. 120, Session Laws 
of 1931, as amended. 

On April 8, 1940, an amendment 
to “Answer to the Jurisdiction” was 
filed by respondent, alleging: 

“That on or about May 5, 1939, 
this respondent filed in the district 
court of Mesa county, Colorado, an 


action at law to recover from petition- 
er herein judgment for the sum of 


$97,545.87, together with interest 
thereon at the legal rate from March 
31, 1938, to date of judgment, for un- 
dercharges arising out of various acts 
of transportation performed by this 
respondent for petitioner prior to said 
March 31, 1938, as alleged in said 
complaint, a copy of which is attached 
to petitioner’s reply to this answer 
hereinbefore filed, reference to which 
is hereby made; that thereafter, said 
action was on motion of petitioner 
herein, removed to the United States 
district court for the District of Colo- 
rado, where said action is now pending 
as Civil No. 77, and is still undecided 
and undetermined; that since the re- 
moval of said cause to the district court 
of the United States as aforesaid, re- 
spondent here has filed in said court 
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a motion for leave to amend paragraph 
1 of its First Cause of Action there- 
in, a copy of which motion is at- 
tached hereto and by reference made 
a part hereof; and that by virtue of 
said action now pending in said Unit- 
ed States court, said court has sole 
and exclusive jurisdiction of the per- 
sons of petitioner and respondent in 
this proceeding and the Public Utili- 
ties Commission has no further juris- 
diction of the person of respondent 
and has had no jurisdiction of this 
respondent since the time it ceased to 
be a public utility as hereinbefore al- 
leged.” 

Said Vanadium Corporation and 
Rupert E. Borden filed their reply to 
said ‘Answer to the Jurisdiction.” It 
admitted the filing of suit mentioned 
in the amendment in the district court 
of Mesa county, and its removal to 
the United States court, and averred 
that the Commission has jurisdiction 
to, and should, determine what sched- 
ule of rates, if any, applies to hauling 
of Valley Truck and Implement Com- 
pany and Rupert E. Borden for U. S. 
Vanadium Corporation; that, in its 
complaint filed in said district court 
on or about May 5, 1939, said Valley 
Truck and Implement Company 
claimed to be a common carrier op- 
erating in the counties of Mesa, Mont- 
rose, and San Miguel in the state of 
Colorado; that, inasmuch as it based 
its right to relief upon the fact that 
it is a common carrier in the state of 
Colorado, it is subject to the jurisdic- 
tion and regulation of the Commission 
and is estopped to deny that it is a 
common carrier and is so subject to the 
jurisdiction of the Commission; that 
the duty of said Vanadium Corpora- 
tion and the rights and duties of said 
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Rupert E. Borden and Valley Truck 
and Implement Company have not 
been, and cannot, in any manner, be 
altered, by reason of the fact that the 
certificate of public convenience and 
necessity in question was revoked; 
that the jurisdiction and duty of the 
Commission to construe its own or- 
ders remains the same as if no order 
of revocation of the certificate of pub- 
lic convenience and necessity had ever 
been made. 

Said motion was duly set for hear- 
ing and argued before the Commission 
by the parties. 

Respondent’s attorneys contended 
that the Commission is “an inferior 
board” of limited jurisdiction; its 
regulatory power or jurisdiction here 
involved, under the statute, is limited 
to regulation of operating utilities and 
their patrons ; that when a utility ceases 
to function as such, that is, ceases to 
operate, the Commission’s power to 
regulate its actions or adjudicate the 
right of said utility or of its patrons 
also ceases ; that if the Commission had 
jurisdiction of either the subject mat- 
ter of the complaint or the person of 
respondent, it voluntarily divested it- 
self of jurisdiction of the person by 
revoking respondent’s certificate; that 
right to question jurisdiction of the 
person has not been waived by re- 
spondent. 


Our attention was directed by re- 
spondent’s counsel to § 30, Chap. 137, 
S.C. A., 1935, which defines a “‘pub- 
lic utility” as follows: 

“The term ‘public utility,’ when used 
in this act, includes every common car- 


rier operating for the purpose 
of supplying the public for domestic, 
mechanical, or public uses, and every 
corporation, or person now or here- 
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after declared by law to be affected 
with a public interest, and each there- 
of, is hereby declared to be a public 
utility and to be subject to the juris- 
diction, control, and regulation of the 
Commission and to the provisions of 
this act.” 

And to § 2 of Chap. 134, Session 
Laws of 1927, as amended by Chap. 
121, Session Laws of 1931, which 
provides : 

“All motor vehicle carriers as de- 
fined in this act are hereby declared 
to be public utilities within the mean- 
ing of the public utility laws of this 
state, and are hereby declared to be 
affected with a public interest and sub- 
ject to this act and to the laws of this 
state, including the regulation of all 
rates and charges, now in force or 
that hereafter may be enacted, pertain- 
ing to public utilities, so far as appli- 
cable, and not in conflict therewith.” 

And in support of the contention 
that jurisdiction of the Commission 
of the controversy herein, if it ever 
had any, ended when the certificate of 
respondent was canceled and revoked, 
cited the quotation following from 
Philadelphia City Passenger R. Co. 
v. Public Service Commission, 271 
Pa 39, PUR1921E 581, 592, 114 Atl 
642, 647: 

“A wrongful impression seems to 
exist in certain quarters that all past 
or present contracts of a public serv- 
ice company are subject to revision, if 
the Public Service Commission so 
wills. The Public Service Company 
Law, however, like all others not in 
the course of the common law and pro- 
viding extrajudicial remedies (even 
though the exercise of the jurisdiction 
conferred may ultimately be brought 
within the scrutiny of a court), covers 
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only such matters as are expressly of 
by necessary implication included with- 
in its terms; and, while, under the act, 
the Commission is given plenary pow- 
ers touching the things committed to 
it, still, so far as concerns contracts 
made by the utility, they are compara- 
tively few in number. In the matter 
of rates, service, and facilities—and 
these are the only subjects referred 
to in the complaints under considera- 
tion—the powers of the Commission 
are limited to the review of actions by 
operating companies, for only this 
character of utility company can af- 
fect rates, services, or facilities by 
acts ‘done or about to be done, omit- 
ted or about to be omitted, . . . in 
violation of any of the requirements or 
provisions of this act’ and they alone 
furnish service ‘sufficient for the ac- 
commodation and safety of its patrons, 
employees, and the public.’ ” 

“Hence where, as here, under legis- 
lative authority, such a corporation 
has transferred its franchises and as- 
sets and has ceased to function, the 
Commission has no jurisdiction over 
it, since the company has no rates to 
make or collect, no service to render 
the public, and no facilities to furnish 
or extend.” 

And Union Indemnity Co. v. Rail- 
road Commission (1925) 187 Wis 
528, 538, 205 NW 492, 496, where 
the court held that, even though the 
question of jurisdiction was not raised 
by either party before the Commission, 
and even though the point was not 
raised in the arguments and briefs to 
the reviewing court: 

“The subject of the jurisdiction of 
administrative boards and Commis- 
sions is always open to the courts for 
review. ‘The Railroad Com- 


mission being a tribunal of purely 
statutory creation, its power and ju- 
risdiction must be found within the 
four corners of the statutes creating 
it.’ Even if there had been at any 
stage of the proceeding an express 
stipulation purporting to give the 
Railroad Commission and the insur- 
ance commissioner jurisdiction of the 
subject, it would not have availed, 
since the jurisdiction of those tribu- 
nals as to subject matter is conferred 
by law and not by consent.” 

Counsel for petitioners, in support 
of their contention that the determi- 
nation of rates that should have been 
charged by respondent, a then operat- 
ing utility, which, incidentally, in- 
volves a construction of our orders 
and proceedings relating to respond- 
ent’s operations, is a determination of 
fact which must be made by the Com- 
mission before a court can pass upon 
the ultimate question involved, and 
that said duty and jurisdiction of the 
Commission to construe its own orders 
remains the same, notwithstanding re- 
spondent’s certificate of public con- 
venience and necessity was revoked, 
cited : 

People ex rel. Hubbard v. Colorado 
Title and Trust Co. (1918) 65 Colo 
472, PURI919A 542, 178 Pac 6; 
Public Utilities Commission v. Love- 
land (1930) 87 Colo 556, PUR1931A 
212, 289 Pac 1090; Texas & P. R. Co. 
v. Abilene Cotton Oil Co. (1907) 204 
US 426, 51 L ed 553, 27 S Ct 350, 9 
Ann Cas 1075; Texas & P. R. Co. v. 
American Tie & Timber Co. (1914) 
234 US 138, 58 L ed 1255, 34S Ct 


885. 


We have carefully examined the 
cases relied upon by petitioner, but we 
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are unable to find that they are appli- 
cable to the situation before us. Es- 
pecially is this true, in view of the 
fact, as suggested by counsel for re- 
spondent, that, for all practical pur- 
poses, our order and Decision No. 
13746, of date July 12, 1939, 31 PUR 
(NS) 409, decided all points raised 
by the Vanadium Corporation in its 
complaint. We believe that the stat- 
ute giving us jurisdiction of public 
utilities contemplates regulation of op- 
erating utilities, and that the cancella- 
tion of respondent’s operating rights 
operated to deprive us of jurisdiction 
in the premises, and that respondent 
is not estopped to and has not waived 
its right to raise said question. 


See Bristol v. Boston & M. Transp. 
Co. Federal Carrier Cases, 436, 438, 
where Division 5 of the Interstate 
Commerce Commission, inferentially, 
held that the jurisdiction of the Com- 
mission to control the operations of a 
motor common carrier continued only 
so long as said carrier holds an effec- 
tive certificate from the Commission. 

Therefore, after a careful consider- 
ation of the record, and the argument 
of counsel herein, the Commission is 
of the opinion, and finds, that it is 
without jurisdiction of the person of 
said respondent, Valley Truck and 
Implement Company, a corporation, 
and that the above-styled action 
should be dismissed. 





SECURITIES AND EXCHANGE COMMISSION 


Re Wisconsin Valley Improvement 


Company 


[File No. 31-480, Release No. 2359.] 


Intercorporate relations, § 19.21 — Subsidiaries — Declaration of status. 

An application, pursuant to § 2(a)(8)(B) of the Holding Company Act, 
15 USCA § 79b, for an order declaring a company not to be a sudsidiary 
of registered holding companies owning a substantial amount of the voting 
stock in the applicant company, will be granted where the facts show that 
the applicant is not controlled by the holding companies and that it is not 
an intermediary company through which such control of another company 
is exercised and where the character of the applicant’s business of develop- 
ing water resources and the nature and extent of statutory and Commis- 
sion regulation over it are such as to prevent such controlling influence as 
does exist (by virtue of the stock holdings) from being exercised contrary 
to the public interest. 


[October 28, 1940.] 


F.. setcamehate for order declaring company not to be a subsid- 

iary under Public Utility Holding Company Act; granted 
with conditions. 
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APPEARANCES: E. M. Calkin, for 


the Public Utilities Division of the 
Commission; Fred W. Genrich, for 
the applicant. 


By the Commission: Wisconsin 
Valley Improvement Company filed an 
application pursuant to § 2(a) (8) 
(B) of the Public Utility Holding 
Company Act of 1935, 15 USCA 
§ 79b, for an order declaring it not to 
be a subsidiary of Wisconsin Public 
Service Corporation which company 
is a subsidiary of Standard Gas and 
Electric Company and of Standard 
Power and Light Corporation, both 
registered holding companies, or of 
Wisconsin Power and Light Compa- 
ny which company is a subsidiary of 
the Middle West Corporation. 

After appropriate notice a hearing 
was held on said application on Octo- 
ber 4, 1940. 

As of the date of the hearing Wis- 
consin Public Service Corporation 
owned 29,570 shares or 41.45 per cent 
of applicant’s Class A stock and Wis- 
consin Power and Light Company 
owned 7,675 shares or 10.76 per cent 
thereof. This Class A stock is the 
only security of the applicant which 
has voting rights. The balance of 
said stock was held by eleven paper 
companies in percentages ranging 
from .01 per cent to 20.22 per cent of 
the total. 

Applicant was incorporated on Sep- 
tember 21, 1906, under a special act 
of the Wisconsin legislature authoriz- 
ing the incorporation of companies to 
construct reservoirs for the regulation 
of stream flow. A special act of that 
legislature approved June 22, 1907 
granted applicant certain powers, sub- 


jected it to prescribed regulations and 
authorized the applicant to construct 
a system of water reservoirs for the 
purpose of producing as nearly a uri- 
form flow as practicable in the Wis- 
consin and Tomahawk rivers so that 
the usefulness of said rivers for navi- 
gation, logging, and other public pur- 
poses might be improved and the dam- 
age to public and private property by 
floods diminished. To enable applicant 
to accomplish its corporate purposes it 
was given, subject to prescribed con- 
trol, the right to condemn lands and 
rights requisite for the construction 
and operation of necessary dams and 
reservoirs. 

Applicant’s Articles of Incorpora- 
tion were amended this year to au- 
thorize the issuance of 71,500 shares 
of Class A stock and 68,500 shares of 
Class B stock both of a par value of 
$10 each. Both classes of stock have 
equal rights as to dividends and upon 
liquidation; the sole difference is that 
the Class B stock has no voting rights. 
These articles further provide that 
each stockholder shall be the owner 
of a water power either benefited or 
capable of being benefited by appli- 
cant’s reservoirs; that any such owner 
may purchase at par from the appli- 
cant such amount of stock of any class 
as shall be necessary to enable said 
owner to hold the pro rata share of the 
stock of such class to which he is en- 
titled; that applicant may at any time 
purchase at par from any stockholder 
all or such part of the stock of any 
class held by him as may be in excess 
of the pro rata share to which he is 
entitled ; and that the pro rata share of 
each class of stock to which each such 
owner is entitled “shall be a share of 
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each class of stock equal to the pro- 
portion which the cubic foot storage 
falls of such water power shall bear 
to the sum of the cubic foot storage 
fall of all the water powers so benefit- 
ed or capable of being benefited.” 

Today applicant owns and operates 
twenty reservoirs most of which are 
located on the headwaters of the Wis- 
consin and Tomahawk rivers. Its op- 
erations consist solely of impounding 
water in these reservoirs and releasing 
it therefrom. The users of water 
have no control over the release of wa- 
ter because the amount to be released 
is determined by calculated normal 
stream flow, and by reservoir capacity. 
Normal stream flow must be main- 
tained at all times, regardless of de- 
mand, and prior rights of water 
users, including summer residents on 
natural lakes, must be respected. 
With these factors in mind, release of 
water is based upon a carefully cal- 
culated schedule, referred to as mini- 
mum river flow. 

Although in prior years there was 
considerable logging in these rivers 
such has ceased, as has applicant’s in- 
come from tolls charged for the pas- 
sage of boats through its locks. To- 
day the sole source of applicant’s in- 
come is tolls charged water-power 
users for water released from the res- 
ervoirs. 

Applicant’s twenty reservoirs re- 
lease water into the natural channel of 
the Wisconsin and Tomahawk rivers 
along which are located 23 power 
plants owned or operated by its twelve 
toll payers, who are all stockholders. 
Seven of these plants are owned by 
Wisconsin Public Service Corporation 
and two are owned by Wisconsin 


Power and Light Company. Every 
user of released water power must pay 
tolls to applicant. 


Applicant’s depreciated fixed prop- 
erty, plant, and equipment which as of 
August 31, 1940 had a book value of 
$1,824,994 consists principally of dam 
structures, flowage and floodage lands 
and easements, and equipment neces- 
sary for maintenance work. Appli- 
cant generates no electrical energy and 
owns no power plants. Each of its 
toll payers owns his own dam to es- 
tablish head for utilization in his pow- 
er plant. 


By statute? the applicant is author- 
ized to charge reasonable and uniform 
tolls to the owners of each operated 
water power located below its reser- 
voirs and benefited thereby but all of 
its revenues shall not exceed in the 
aggregate “sufficient to pay all reason- 
able costs of operation and mainte- 
nance, including taxes and deprecia- 
tion, and a net return of not exceed- 
ing 7 per cent on the capital invested,” 
and a reasonable allowance for work- 
ing capital.” By the same statute 
these tolls are made a first lien, subject 
only to taxes, upon “the waterpower, 
dam franchise, and flowage rights of 
the person or corporation chargeable 
therewith.” 


At present applicant’s aggregate 
tolls consist of (1) operating and 
maintenance expense, (2) taxes, (3) 
depreciation, (4) return required to 
pay whatever dividend the Board de- 
cides to declare on the par value of 





1Section 5, Chap. 497, Laws of 1939. 

2“Capital invested” is defined as capital ac- 
tually paid in and the par value of all nego- 
tiable bonds or other obligations issued by the 
company. 
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outstanding capital stock and to pay 
interest on funded debt.® 

The method of apportioning the ag- 
gregate tolls among the several toll 
payers is very complicated but, gen- 
erally speaking, it is based upon (1) 
the installed wheel capacity of the 
user, (2) the head over which the wa- 
ter flows, and (3) the amount of stor- 
age water released. 

The statute above referred to also 
provides that on or before June 30th 
and December 31st of each year ap- 
plicant shall furnish the Public Serv- 
ice Commission of Wisconsin a state- 
ment showing all expenditures, includ- 
ing depreciation, to be made for the 
ensuing six months’ period for the 
maintenance, operation and deprecia- 
tion of its reservoirs, together with a 
recommendation as to the amount of 
tolls necessary to meet several items 
it is permitted to include in its aggre- 
gate tolls and a recommendation as to 
the apportionment among the toll pay- 
ers; that said Commission shall give 
each toll payer ten days’ notice of the 
amount of tolls recommended to be 
charged against him and of the time 
and place it will hear objections there- 
to; and that said Commission shall 
hear any objections and thereafter 
“determine and certify the amount of 
tolls to be collected from each water 
power operator for the period under 
consideration.” 


As of August 31, 1940, applicant’s 
capitalization, including surplus, was 
represented by: 

First mortgage 34% $1,100,000 


Class A common stock .... 713,433 
Earned surplus 124,341 


3 The amount for Item 4 cannot, however, 
exceed the equivalent of 7 per cent return on 
the par value of all outstanding stock and 
bonds or other obligations. 
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Applicant contemplates the immedj- 
ate issuance of 8,500 shares of Class 
B common stock of the par value of 
$10 per share, the consideration for 
which will be amounts previously col- 
lected from toll payers for the retire- 
ment of funded debt. These 8,500 
shares will be apportioned among the 
stockholders on the basis of their re- 
spective contributions to the $85,000 
included in their tolls for said pur- 
poses. In this distribution Wisconsin 
Public Service Corporation and Wis- 
consin Power and Light Company will 
receive 1,185 and 1,826 shares, respec- 
tively. Upon the issuance of this 
stock $85,000 will be transferred from 
the surplus account to the capital stock 
account. 

The presently outstanding bonds 
dated August 1, 1940, have a sinking- 
fund requirement of $25,000 per year 
to June 30, 1964. In order to save 
income taxes, applicant will not in- 
clude in its toll charges an amount 
necessary to meet this requirement but 
proposes to sell semiannually to its 
stockholders 1,250 shares of its Class 
B common stock for cash at par. 
Said 1,250 shares will be apportioned 
upon the basis of a so-called “return 
factor” included in each stockholder- 
toll payers’ tolls for the preceding six 
months’ period. Such return factor 
roughly approximates the return re- 
quired cn investment included in the 
tolls paid by the toll payer. 

Section 8 of Chap. 496, Laws of 
Wisconsin for 1939, specifically au- 
thorizes applicant to issue stock to 
provide for the retirement of bonds as 
they become due. 

In addition to the regulation by the 
Public Service Commission over ap- 
plicant’s tolls as heretofore described, 
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Chap. 497, of Wisconsin Laws 1939, 
provides : 

1. That no dam or reservoir can be 
constructed by applicant until the plan 
therefor has been submitted to and ap- 
proved by said Commission ; 

2. That that Commission shall have 
“supervision and control of the times 
and extent of the drawing of waters 
from the reservoirs’ ; 

3. That the Commission has power 
to compel the maintenance of all es- 
tablished reservoirs ; 

4. That no stock or bonds or other 
obligations of the applicant shall be is- 
sued until the Commission shall have 
certified that the proposed issue “will 
be in consideration of money, labor, 
or property estimated at its true mon- 
ey value actually received” by the ap- 
plicant ; and 

5. That the state of Wisconsin shall 
have the right to take over all prop- 


erty of the applicant by paying there- 
for the total capital invested or the 
actual value of the physical property, 
without any allowance for franchises 
or good will. 


Applicant’s board of nine is com- 
prised of six representatives of an 
equal number of stockholders which 
are paper companies, one representa- 
tive each from Wisconsin Public 
Service Corporation and Wisconsin 
Power and Light Company, and Mr. 
W. E. Brooks, an engineer, who has 
been general manager of the applicant 
since 1916. The three presidents who 
have served applicant since its incor- 
poration have all been associated with 
lumber or paper companies and have 
never been full-time executives of the 
applicant. Neither of the electric util- 
ity stockholders has ever had more 
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than one representative on applicant’s 
board. 

According to the testimony intro- 
duced at the hearing the board of di- 
rectors, which in the past has met only 
about once a year, has left the man- 
agement of applicant’s business and 
operations almost entirely to Mr. 
Brooks. The latter testified that when 
questions arose which he did not be- 
lieve he should determine he conferred 
with Mr. G. W. Mead, president of 
applicant and of Consolidated Water 
Power and Paper Company, or with 
Mr. D. C. Everest, vice president of 
applicant and of American Paper 
Mills Company. None of applicant’s 
officers are associated with either of 
the electric utility stockholders. 

Because of the quasi public nature 
of applicant’s business, the unusual 
charter provisions which determine by 
whom and the manner in which its 
stock shall be owned, and the special 
statutes governing its operations, ap- 
plicant’s relationship to its stockhold- 
ers is unique. 

From the facts in the record under 
consideration we find (1) that appli- 
cant is not controlled directly or indi- 
rectly by Wisconsin Public Service 
Corporation or Wisconsin Power and 
Light Company (either alone or pur- 
suant to an arrangement or under- 
standing with one or more persons) 
either through one or more intermedi- 
ary persons or by any means or device 
whatsoever, and (2) that the applicant 
is not an intermediary company 
through which such control of another 
company is exercised. 

We are of the opinion that due to 
the substantial holdings by Wisconsin 
Public Service Corporation and Wis- 
consin Power and Light Company of 
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applicant’s voting securities, the ap- 
plicant’s management or policies are 
subject to a controlling influence by 
these companies. However, we be- 
lieve that the character of applicant’s 
business and the nature and extent of 
statutory and state Commission regu- 
lation to which it is subject are pres- 
ently such as to prevent that control- 
ling influence from being exercised in 
such a manner “as to make it neces- 
sary in the public interest or for the 
protection of investors or consumers” 
that applicant’s request to be declared 
not a subsidiary of those companies be 
denied. 


We therefore find that the applica- 
tion should be granted subject to the 
condition that applicant shall report to 
this Commission any increases which 
come to its knowledge in the holdings 
of its Class A stock by Wisconsin 
Public Service Corporation and by 
Wisconsin Power and Light Compa- 
ny. 

An appropriate order will issue. 
[Order omitted. ] 


By the Commission, Commissioner 
Pike being absent and not participat- 


ing. 





FEDERAL POWER COMMISSION 


Re Pacific Gas & Electric Company 


[Opinion No. 54, Project No. 1391.] 


Water, § 18 — Federal license — Federal project — State authority. 


1. No license can be issued to a state or its agency for a power project 
which is under construction by the United States, p. 314. 


Water, § 18 — Federal license — Protest by state agency. 
2. A water project authority as an agency of a state may protest against 
the issuance of a license to a power company for power development on a 
river, and such protest will be fully considered by the Commission, p. 315. 


Water, § 18 — License for power project. 

3. The Commission should not issue a license for a hydroelectric power 
project when the proposed development, in the judgment of the Commis- 
sion, would not be in harmony with the provisions of §§ 7(a) and 10(a) 
of the Federal Power Act, 16 USCA §§ 800, 803, which clearly indicate 
the congressional intention that such projects shall be best adapted to a 
comprehensive plan to conserve and utilize in the public interest the water 
resources of the region, p. 316. 


Water, § 18 — License for power project. 
4. The use of water for the development of electric energy must be justi- 
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fied economically by the sale or use of the energy so developed, and, in 
examining this economic justification in a proceeding to obtain a license 
for a hydroelectric power project, the Commission gives the question of 
market extensive study before reaching a decision, p. 317. 


Water, § 18 — Power projects — Preliminary permit. 


5. An application for a preliminary permit covering six power plant sites 
was denied because a license was sought for two of those plants, p. 318. 


Water, § 18 — License for power projects. 
6. An application for a license for power projects was denied until a stor- 
age reservoir, which appeared not to be a minor part of any project on 
the river, should be included in a proper license, p. 318. 


[November 5, 1940.] 


i. for preliminary permit and for license for 
power projects; application for permit dismissed, and 
application for license dismissed without prejudice. 


APPEARANCES: William B. Bosley 
and Robert H. Gerdes, San Francisco, 
California, for the applicant; T. W. 
Norcross, Chief of the Division of 
Engineering, and Dr. H. L. Shantz, 
Chief of the Division of Wild Life 
Management, for the Forest Service; 
U. S. Webb, Attorney General of the 
state of California; Edward Hyatt, 
Executive Secretary of the Authority ; 
A. D. Edmonston, Acting Secretary 
of the Authority ; Spencer Burroughs, 
Attorney for the Authority ; Raymond 
Matthew, Engineer for the Authority ; 
Lester S. Ready, Consulting Engineer 
for the Authority, for the Water 
Project Authority of the state of 
California, protestant; Coyle E. By- 
bee, for the Bidwell Municipal Util- 
ity District, protestant; Clarence H. 
Bruener, for the Central Valley Proj- 
ect Association, protestant; W. H. 
Bostwick, for the Associated Sports- 
men of California, protestant; G. H. 
Garland, for the Interim Fish and 
Game Committee of the Assembly of 
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the state of California, protestant; 
James M. Burke, Visalia, California, 
and Roland Curran, Secretary of Kern 
County Water Development Commis- 
sion, who also appears for the Shaft- 
er-Wasco Irrigation District and ap- 
pears at the proceedings in collabora- 
tion with Mr. Burke and the Water 
Project Authority of the state of Cali- 
fornia, for the Orange Cove Irriga- 
tion District, the Exeter Irrigation 
District, the Lindmore Irrigation Dis- 
trict, the Vandalia Irrigation Dis- 
trict, the Terra Bella Irrigation Dis- 
trict, and the Shafter-Wasco Irriga- 
tion District; Roland Curran, for the 
Kern County Water Development 
Commission; Oswald Ryan, General 
Counsel; Willard W. Gatchell, Prin- 
cipal Attorney ; William C. Koplovitz, 
Acting Chief of Division of Regula- 
tion and Litigation, for the Commis- 
sion. 


By the Commission: This matter 
is before the Commission on applica- 
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tions filed by Pacific Gas and Electric 
Company, and concerns the develop- 
ment of the water resources of the 
north fork of the Feather river in 
Butte and Plumas counties, California, 
in the Lassen and Plumas National 
Forests. 

In August, 1936, the company ap- 
plied for a preliminary permit for six 
power developments on this river be- 
tween the constructed Caribou power 
plant above and the constructed Big 
Bend (also known as Las Plumas) 
power plant below. These two con- 
structed plants were formerly the 
property of Great Western Power 
Company of California, as was also the 
large Lake Almanor reservoir above 
the Caribou power plant. Between 


the two constructed plants, the Feath- 
er River Power Company erected the 
Bucks creek plant, which obtains its 
water from Bucks creek, a tributary 


of the north fork of the Feather 
river, the powerhouse being located on 
the north fork. The applicant is suc- 
cessor in interest to both the Great 
Western Power Company of Califor- 
nia and the Feather River Power 
Company, which have been dissolved. 
The Bucks creek plant is under license 
as Project No. 619, the Caribou plant 
as Project No. 1352, and Lake AI- 
manor is under a minor part license as 
Project No. 616. 

The Great Western Power Com- 
pany obtained a preliminary permit 
from the Department of Agriculture 
in 1912 providing for the development 
of the stretch of north fork cov- 
ered by the present application. <A 
final power permit was issued by the 
Department of Agriculture in 1919 
authorizing the construction of the 
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Caribou power plant as well as three 
proposed power projects along the 
north fork and enlargement of Lake 
Almanor reservoir. On April 14, 
1936, the Commission approved trans- 
fer to the present applicant of the li- 
censes for Projects No. 616, Lake 
Almanor reservoir; No. 619, the 
Bucks creek plant; and No. 1352, the 
Caribou plant. 

When the Feather River Company 
entered into a contract with the Great 
Western Power Company in 1925 
with reference to the construction and 
operation of the Feather river project, 
of which the Bucks creek plant was 
first constructed, the latter company 
requested the Forest Service to con- 
sent to deferring consideration of 
those plants between Caribou and Big 
Bend. The request was granted by 
the Secretary of Agriculture and the 
Bucks creek plant was put into opera- 
tion in 1928. On May 11, 1934, the 
Secretary of Agriculture advised the 
Great Western Power Company that 
the indeterminate provisions of the 
Forest Service permit could not be al- 
lowed to rest indefinitely and directed 
that the company proceed with a 
specific plan of construction or con- 
sent to the cancellation of the final 
power permit which covered uncon- 
structed plaits or to apply to the Fed- 
eral Power Commission for a license. 
An application for preliminary permit 
was filed with the Commission by 
Great Western Power Company in 
December, 1934, with an offer to sur- 
render the Forest Service final power 
permit upon granting of the applica- 
tion by the Commission. 

As no action had been taken by the 
Federal Power Commission on the ap- 
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plication for preliminary permit up to 
1936 when the Great Western Power 
Company was dissolved, the latter, 
concurrent with the filing of the pres- 
ent application by Pacific Gas and 
Electric Company, requested that the 
Great Western Power Company ap- 
plication for preliminary permit be 
dismissed without prejudice, which 
request was granted by the Commis- 
sion. An application for preliminary 
permit was filed in August, 1936, by 
Pacific Gas and Electric Company con- 
templating a more complete develop- 
ment of power reservoirs of the north 
fork of the Feather river between the 
Caribou plant and the Big Bend plant 
than was contemplated in the original 
Department of Agriculture permit, 
and covering six power sites in that 
section of the river. On January 20, 


1940, an application was filed by the 
Pacific Gas and Electric Company for 


a license for two of the six power 
plants covered by the 1936 application, 
the Cresta and Pulga plants. In this 
latest application the company proposes 
to start construction of the Cresta 
plant upon issuance of a license, and 
the Pulga plant about one year 
later. 

A number of informal and two 
formal protests have been received by 
the Commission objecting to power 
plant construction on the north fork 
of the Feather river. Several protests 
are based on the assumption that con- 
struction of the power plants proposed 
on Feather river will interfere with 
the Central valley project by preémpt- 
ing the market which the latter de- 
velopment could supply. Further ob- 
jections are made that power develop- 
ment of this stream will tend to destroy 
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fish life and give the applicant a 
monopoly of the power sites of this 
river as well as destroy certain private 
properties. 

The Department of Public Works 
of the state of California protested 
against the granting of the application 
for preliminary permit on the ground 
that it would interfere with the state 
highway along the river. This pro- 
test, however, was withdrawn by let- 
ter dated November 9, 1937, provided 
the company revise its plans for the 
Cresta plant so as not to interfere with 
the highway and also provided that 
any permit issued by the Commission 
leave in status quo the determinations 
previously made with respect to state 
highway location and construction. 
Informal protests were received from 
the Associated Sportsmen of Califor- 
nia and from the California State As- 
sembly Interim Fish and Game Com- 
mittee protesting that fish life in the 
stream would be destroyed by the pro- 
posed developments. The Interim 
Fish and Game Committee requested 
that guaranties be furnished to the 
Fish and Game Commission of the 
state of California by the applicant 
that adequate provisions would be 
made to safeguard and maintain a 
normal supply of fish life. 

The Water Project Authority oi 
the state of California, acting in the 
interest of the Central Valley Proj- 
ect, and on behaif of the state and 
those interests which the project will 
serve, protested against construction 
of any plants on the north fork of 
the Feather river until the Central 
Valley Project is completed and the 
power output absorbed into the market 
of northern and central California. 
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While this protest originally went 
only to the issuance of a preliminary 
permit, the Water Project Authority 
has specifically asked that the license 
for the Cresta and Pulga units be de- 
nied. 

Hearings were held on the applica- 
tion for preliminary permit in Novem- 
ber, 1937, and February, 1938, and 
all interested persons permitted to of- 
fer relevant testimony. Documentary 
and oral testimony and arguments 
were submitted on behalf of the ap- 
plicant, the state of California through 
its attorney general, the Water Proj- 
ect Authority, and the Commission, 
and statements were made on behalf 
of several irrigation districts. The 


irrigation districts were said to be in- 
terested in the sale of water from the 
Central Valley Project and the cost 
of such water so far as such cost 
might be affected by the sale of elec- 


tric energy from that project, and to 
this extent in the market for such 
electric energy. 


Proposed Projects 


The application filed in 1936 for a 
preliminary permit contemplated the 
ultimate construction of six hydroelec- 
tric power plants developing practical- 
ly all of the fall in the river, about 
2,072 feet, between the tailrace of 
the existing Caribou powerhouse and 
the forebay of the existing Big Bend 
powerhouse. The applicant made 
further studies after filing its appli- 
cation for preliminary permit and in 
the testimony presented certain modi- 
fications of its original plan. Except 
as related to the Cresta and Pulga 
plants, these modifications are not of 
importance at this time. 
36 PUR(NS) 


The Cresta development would con. 
sist of a concrete dam about 113 feet 
high above the bed of the stream, a 
forebay, a pressure conduit about 20. 
000 feet long, a steel penstock, a pow- 
erhouse with an installation of 93,000 
horsepower, and a peak capacity of 
67,800 kilowatts designed to utilize a 
flow of 3,500 cubic feet per second, 
and two short single circuit transmis- - 
sion lines. The lands of the United : 
States included in the total project - 
area of 252.24 acres are stated to be 
96.67 acres. The cost is estimated by 
the applicant to be $9,550,000 for 
plant and $40,000 for transmission 


‘lines. 


The Pulga development will consist 
of a low concrete dam and gate struc- 
ture, a forebay, a pressure tunnel about 
17,000 feet long, a steel penstock, a 
powerhouse with an installation of 
110,000 horsepower and a peak capac- 
ity of 80,600 kilowatts designed to 
utilize a flow of 3,500 cubic feet per 
second, and two short single circuit 
transmission lines. Lands of the 
United States included in the total 
project area of 136.32 acres are stat- 
ed to be 80.69 acres. The cost is es- 
timated to be $9,290,000 for plant and 
$10,000 for transmission lines. The 
applicant states that two and one-third 
years will be required to complete each 
plant. 


State Application for License 


[1] The state of California, 
through the Water Project Authority, 
on April 14, 1934, applied for a license 
for the Shasta Project, No. 1270, sub- 
stantially identical with the Central 
Valley Project under construction by 
the Bureau of Reclamation. This ap- 
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plication has not been pressed, but on 
several occasions the Commission has 
suggested that it should be withdrawn 
if the development was to be made by 
the Federal government or the state 
was not prepared to proceed. The 
Water Project Authority, under the 
laws of California, is charged with the 
responsibility of doing all in its pow- 
er to aid in the development of the 
Central Valley Project and because of 
this responsibility the authority has 
requested the Commission to delay ac- 
tion on its application for Project No. 
1270. 

When an application for prelimi- 
nary permit or license filed by a private 
power company conflicts with an ap- 
plication filed by a state or municipal- 
ity, preference is given to the latter by 
the language of § 7(a) of the Fed- 
eral Power Act, 16 USCA § 800, 
which provides : 

“Section 7. (As amended August 
26, 1935.) (a) In issuing preliminary 
permits hereunder or licenses where 
no preliminary permit has been issued 
and in issuing licenses to new licensees 
under § 15 hereof the Commission 
shall give preference to applications 
therefor by states and municipalities, 
provided the plans for the same are 
deemed by the Commission equally 
well adapted, or shall within a reason- 
able time to be fixed by the Commis- 
sion be made equally well adapted, to 
conserve and utilize in the public in- 
terest the water resources of the re- 
gion; and as between other applicants, 
the Commission may give preference 
to the applicant the plans of which it 
finds and determines are best adapted 
to develop, conserve, and utilize in the 
public interest the water resources of 


the region, if it be satisfied as to the 
ability of the applicant to carry out 
such plans.” 

As an agency of the state of Cali- 
fornia, the Water Project Authority 
is entitled to preference over any pri- 
vate power company in the issuance ei- 
ther of a preliminary permit or a li- 
cense, provided the applicable criteria 
required by § 7(a), supra, are met. 
However, in the present instance the 
state application is for a power project 
which is under construction by the 
United States and, therefore, it would 
appear no license could be issued to 
the state of California nor to its agen- 
cy, the State Water Project Author- 
ity. 

[2] The Water Project Authority, 
as an agency of the state of California, 
may protest against the issuance of a 
license to Pacific Gas and Electric 
Company for the Feather river de- 
velopment and such protest will be 
fully considered by the Commission. 
It is observed, however, that no ref- 
erence is made in support of the state 
protest to any probable interference 
with the state water plan, which plan 
has been at least partially adopted and 
partially carried out. It is presumed 
that if the proposed Feather river de- 
velopments are not in harmony with 
the state water plan the Commission 
would have been so advised. 


The Central Valley Project 


On June 27, 1933, the Secretary of 
War transmitted to the House of 
Representatives a final report from 
the Chief of Engineers on the Sacra- 
mento, San Joaquin, and Kern rivers 
in California (House Document No. 
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191, 73rd Congress, Second Session). 
The initial works therein proposed 
called for the construction of a dam 
and reservoir on the Sacramento river 
at the Kennett site, just above the 
point where the river enters the plains 
of the valley, with a second dam be- 
low at the Kestwick site to develop 
fully the power from the stored water, 
and a dam on the San Joaquin river at 
the Friant site just above the point 
where it leaves the foothills, with an 
irrigation canal to distribute the stored 
water. 

Subsequent to the submission of this 
report the state of California enacted 
enabling legislation for the construc- 
tion of the Central Valley Project and 
for the issuance of bonds in the 
amount of $170,000,000. The Chief 
of Engineers again reported on the de- 
velopment (April 6, 1934, Committee 


on Rivers and Harbors, H. R., Docu- 
2 


ment No. 35, 73rd Congress, Second 
Session), and recommended certain 


modifications in the plans. The Cen- 
tral Valley Project was authorized and 
established under the provisions of the 
Emergency Relief Appropriations Act 
of 1935 (49 Stat. 115), although not 
specifically named in that act. Specific 
appropriations for its continuance have 
been carried in various appropriation 
acts thereafter and it is now being 
built by the Bureau of Reclamation, 
Department of the Interior... The 
dam under construction is called the 
Shasta dam located at the old Ken- 
nett site, where power will be de- 
veloped. 

[3] It should be noted that the 

1See 49 Stat. 1028, 1038; 49 Stat. 1597, 


= 50 Stat. 564, 597, 850; 52 Stat. 291, 
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first date upon which power will be 
available at the Central valley plant is 
not yet certain, nor has it been decided 
through what agency such power will 
be distributed to consumers. The 
Bureau of Reclamation has the re- 
sponsibility for the operation of the 
projects which it builds, and under the 
Reclamation law preference must be 
given to public agencies in the sale of 
electric energy from such projects. 
The Secretary of the Interior on Janu- 
ary 18, 1940, suggested to the gover- 
nor of California that “if the state is 
to take all of the power which will be 
available, it will be necessary to organ- 
ize and prepare public utility districts, 
or other proper organizations, in ad- 
dition to those now existing within 
economic transmission distance of the 
Shasta dam.” Obviously, the matter 
of distribution should be settled prior 
to completion of the project. We are 
here asked to give Federal approval 
for construction of two power plants 
on the Feather river, the electric en- 
ergy from which will go to an area also 
open to service from the Central Val- 
ley Project now under construction by 
the Bureau of Reclamation. This 
Commission has certain responsibili- 
ties under the Federal Power Act 
which cannot be properly discharged in 
this instance without giving considera- 
tion to at least one other development 
in addition to the developments for 
which a license is here sought. not- 
withstanding construction of such oth- 
er development is being undertaken by 
the Federal government. This Com- 
mission, empowered and authorized 
by Congress to issue licenses for hydro- 
electric power projects, should not is- 
sue a license when any proposed power 
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development, in the judgment of the 
Commission, would not be in harmony 
with the provisions of §§ 7(a) and 10 
(a) of the Federal Power Act, 16 
USCA §§ 800, 803, which clearly in- 
dicate the congressional intention that 
such projects shall be best adapted to 
a comprehensive plan to conserve and 
utilize in the public interest the water 
resources of the region. 

[4] The use of water for the de- 
velopment of electric energy must be 
justified economically by the sale or 
use of the energy so developed, and 
in examining this economic justifica- 
tion, we have given the question of 
market extensive study before reach- 
ing a decision upon the pending appli- 
cation. It would appear from an ex- 
amination of all pertinent data that a 
license may be issued for the Cresta 
and Pulga plants only if their con- 
struction would be consistent with the 
public interest and in accord with the 
purposes set forth in the Federal Pow- 
er Act. If, as a result of the market 
study which has been made, it is 
found that continued delay in con- 
structing a generating plant to meet 
the future increased demand on appli- 
cant’s system would entail a risk of 
substantially impairing the service 
rendered by the applicant to the gen- 
eral public, then the Commission 
would be justified in authorizing the 
construction found to be required. 
But, if the generating capacity avail- 
able or to be available is reasonably 
sufficient to supply the existing or 
Prospective demand on the applicant’s 
system until completion of the Cen- 
tral Valley Project, we would deem it 
inadvisable to authorize construction 


of additional plants on the Feather 
river. 
Market Available 


Estimates have been made of the 
load growth on the applicant’s system 
and of capacity available to it to meet 
the market requirements through the 
year 1944. Such estimates, by the ap- 
plicant, by agencies of the state of 
California, and by the Commission, 
have been as extensive as required un- 
der the circumstances and have taken 
into account power requirements over 
past years, water records on streams 
where hydro plants are in operation 
and on the Feather river, steam and 
hydro-plant capacities and efficiencies, 
sources of power outside of the appli- 
cant’s system but available to it, lo- 
cation of generating stations with ref- 
erence to load centers, and similar 
data. 

It is recognized that future power 
requirements and capabilities can only 
be estimated at this time, but consid- 
ering all of the factors relating to the 
probable market needs of the area, 
the availability of generating facilities 
to meet those needs and render reliable 
service under adverse conditions of 
stream flow, and in the absence of any 
complete assurance that the Shasta de- 
velopment will be available to furnish 
power at any definite time, it appears 
that it would be prudent to provide ad- 
ditional generating capacity of at least 
68,000 kilowatts of dependable capac- 
ity to assure an adequate supply of 
power to meet the possible increased 
power demands of the area by the 
year 1943. 


Available Power Resources 


Consideration has been given to 
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available power resources which could 
be developed to meet immediate needs 
of the applicant’s power market prior 
to availability of power from the Cen- 
tral Valley Project. There are va- 
rious undeveloped water-power re- 
sources in the region which appear to 
be available, namely, those of Feather 
river, Mokelumne river, South Yuba- 
3ear river, and Pit river, and develop- 
ment of sites on these streams has 
been compared with Feather river 
plants. 

3y using properly timed releases of 
water from storage at Lake Almanor, 
the proposed Cresta plant should be 
able to deliver power to the load cen- 
ter of the company at or near Newark 
substation, San Francisco, California, 
at a lower cost per kilowatt of depend- 
able capacity than the cost of capac- 
ity from any other available new 
source. The net cost of dependable 
capacity per kilowatt from a steam 
plant would probably be about 50 per 
cent higher than such cost of depend- 
able capacity from the Cresta plant aft- 
er allowing credits for respective en- 
ergy values in each case. Under these 
circumstances, the desirability of con- 
structing the Cresta plant is apparent. 


Importance of Lake Almanor Storage 


[5, 6] A major factor in the value 
of the Cresta and Pulga developments 
is the flow contribution from Lake Al- 
manor during periods of low water. 
Lake Almanor, a vitally important 
source of power, is under license as a 
minor part of a complete project. 

The stored water made available 
through use of the reservoir at Lake 
Almanor is utilized through the ap- 
plicant’s existing Caribou and Big 
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Bend plants and would be utilized 
through the other power plants to be 
constructed between these two on the 
north fork of Feather river. The 
hydraulic capacity of the turbines at 
the Caribou plant is limited to 89] 
cubic feet per second and releases from 
Lake Almanor of a greater amount 
cannot be used through that plant. It 
is estimated that operation of the 
Cresta and Pulga plants will require 
an average release from Lake Almanor 
storage of about 1,230 cubic feet per 
second to make their entire installa- 
tion firm or dependable on the system 
load. This means that during such 
periods as the release from storage is 
over 891 cubic feet per second (the 
Caribou plant capacity) the water re- 
leased in excess of that flow will not 
be of value to the Caribou plant. 
Stored water released from Lake Al- 
manor, however, will be of value to 
the Caribou plant up to the hydraulic 
capacity of its facilities. 

Economical operation of storage in 
Lake Almanor involves consideration 
of the effect of both cyclic and sea- 
sonal regulation. Cyclic storage con- 
trol is designed to effect maximum 
economical conservation of the avail- 
able water supply in all years, and a 
distribution of that water which will 
assure a dependable annual supply dur- 
ing the critical low flow period. Sea- 
sonal storage regulation is planned to 
adjust the annual available supply to 
the seasonal load requirements in the 
most economical manner. 

Due to its size, Lake Almanor can 
conserve all of the water in the drain- 
age area above its outlet, but high 
evaporation losses from the reservoir 
surface make it undesirable to store 
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too large a quantity of water in it for 
a long carry-over. Under the present- 
ly proposed development program and 
taking into account the water available 
during the most critical dry cycle in 
the past, it would appear that the most 
economical operation of Lake Almanor 
storage will be approached if “carry- 
over” storage of from 750,000 to 800,- 
000 acre feet is provided for release 
during the critical period. If there 
should be a succession of years of low 
run-off, as has occurred in the past, 
and more than average available water 
supply for the entire low flow cycle 
should be utilized in one dry year, the 
supply for the following dry year 
might be reduced to such an extent as 
to cause a significant loss in system 
hydro capacity. During the years of 
more favorable stream flow, when am- 
ple hydroelectric system capacity is 
available at other plants on other 


streams, Lake Almanor storage may 
be regulated seasonally to produce 
maximum kilowatt hours of output 
from the combined Feather 
plants. 


river 


In short, this storage has both en- 
ergy and capacity value. Because op- 
eration of the reservoir at Lake Al- 
manor can increase the capacity value 
of the plants proposed for construc- 
tion, if Lake Almanor storage was 
not available, their plant capacity val- 
ue would be materially reduced. In 
addition to increasing the dependable 
capacity of the proposed plants, the 
storage at Lake Almanor can be re- 
leased at otherwise low flow periods 
so as to increase the kilowatt-hour 
or energy output of the proposed 
plants. 

From the above discussion of the 
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importance of Lake Almanor storage, 
it is apparent that this reservoir is not 
a minor part of any project on the 
north fork of the Feather river. It 
should be included in a separate ma- 
jor license which necessarily would 
contain the right to recapture the 
project at the end of the license pe- 
riod, or it should be included in any 
license issued for any future power 
developments on the north fork where 
the recapture provision would neces- 
sarily be retained. 


Conclusion 


An appropriate order will be en- 
tered dismissing the application for 
preliminary permit covering the six 
power plant sites because a license is 
sought for two of those plants, and 
dismissing the application for a li- 
cense for the Cresta and Pulga plants 
until the storage reservoir at Lake 
Almanor is included in a proper li- 
cense. 


ORDER 


Upon application filed by Pacific 
Gas and Electric Company on August 
19, 1936, for a preliminary permit 
covering six possible power plant sites 
on the north fork of the Feather river 
in Butte and Plumas counties, Cali- 
fornia, and upon application filed by 
the same company on January 20, 
1940, for a license for construction of 
two of the six proposed plants, the 
plants at Cresta and Pulga, both of 
which applications have been designat- 
ed as Project No. 1391; upon the 
record herein and for the reasons set 
forth in Opinion No. 54, which is 
hereby referred to and made a part 
hereof by reference; 
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The Commission finds that: 

(1) The application for prelimi- 
nary permit should be dismissed as no 
longer necessary ; 

(2) Construction of dependable 
generating capacity of at least 68,000 
kilowatts prior to January 1, 1944, is 
justified by presently prospective in- 
crease in market demands in the area 
served by the applicant ; 

(3) Construction of the Cresta de- 
velopment is the most economical 
means of providing for reasonably 
probable market requirements in the 
near future; 

(4) Further consideration of the 
application for license for the Pulga 
development may be deferred pending 
appraisal of power conditions in this 
area in the future; 

(5) Before a license can be ap- 
propriately issued for the Cresta de- 
velopment, water rights must be ob- 
tained from the state of California ; 

(6) A major factor in the value 
of the Cresta and Pulga power plants 
is the regulated flow contribution from 
Lake Almanor storage during periods 
of natural low flow; 

(7) The regulated flow contribu- 
tion from Lake Almanor storage dur- 
ing periods of natural low flow is of 
value to the existing Caribou and Big 
Bend plants, and can increase both 
capacity value and energy value of 


other power plants to be constructed 
at some future time below the Cari. 
bou plant; 

(8) A comprehensive development 
cannot be made of the water resources 
of the north fork of the Feather river 
for the improvement and _ utilization 
of water-power development of the 
region unless the Lake Almanor res. 
ervoir is included as an essential part 
thereof ; 

(9) The minor part license now 
outstanding for the Lake Almanor 
reservoir as Project No. 616 does not 
adequately protect the interests of the 
general public and of the United 
States in the comprehensive develop- 
ment of the water resources of this 
region and should be surrendered con- 
currently with the issuance of a ma- 
jor, standard form license containing 
the right to recapture the project at 
the end of the license period; 


(10) The application for a license 
for the Cresta and Pulga plants should 
be dismissed because it does not include 
the storage reservoir at Lake Almanor; 
and 


It is ordered that: 

(A) The above-mentioned appli- 
cation for preliminary permit be and 
it is hereby dismissed ; and 

(B) The above application for li- 
cense be and it is hereby dismissed 
without prejudice. 
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“Pioneer of the Small Trencher" 


20100 St. Clair Ave. Cleveland, Ohio 


Another Big Time Saving “Cleveland” feature— 
Truck speed transportation on Special Trailer. ‘““Cleve- 
lands” load or unload in 10 to 15 minutes. 
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Industrial Progress 


Selected information about manufacturers, new prod- 


ucts, and new methods. Also news on utility expansion 
programs, personnel changes, recent and coming events. 


Iowa Utilities to Spend 
$1,180,000 On Construction 


1 Des Moines Electric Light Co. and the 
Iowa Power and Light Co. will spend $1,- 
180,000 during 1941 for new construction and 
improvements to its gas and electric plants and 
distribution systems in Des Moines and cen- 
tral Iowa, according to C. A. Leland, president 
and general manager of the two utility cor- 
porations. More than $700,000 of the amount 
will be spent in and around Des Moines. The 
remainder will go for extension of rural power 
lines and improvements in Polk, Dallas, Madi- 
son, Warren, Mahaska, Jasper, Marion and 
Poweshiek counties. 

Mr. Leland advised that the million-dollar 
appropriation is in addition to regular expendi- 
tuers for operation and maintenance of the 
property. 


Gas Range Manufacturers Plan 
New Sales Drive 
A 


NATIONWIDE gas range sales campaign will 

be conducted this spring and summer by 
the Association of Gas Appliance and Equip- 
ment Manufacturers and the American Gas 
Association, stressing the slogan, “For Every- 
one In Forty-One It’s CP” (Certified Per- 
formance). The extensive campaign was re- 
cently introduced to the public by the CP Gas 
Range manufacturers through utility com- 
panies and dealers throughout the United 
States. 

The campaign, which contains numerous ad- 
vertising and merchandising suggestions, has 
been planned for the continued promotion and 
sale of Certified Performance gas ranges, 
which were introduced to the public less than 
three years ago, and, through progressive pro- 
motional activities, were instrumental in the 
establishment of an all-time sales record in 
the gas range industry for 1940. 

Before these ranges are awarded the CP 
seal of approval, they must pass twenty-two 
rigid laboratory tests. Development of this 
standard appliance was the result of joint 
activities of leading research engineers, style 
designers and market technicians who worked 





MARTENS & STORMOEN 
Successors to 
THONER & MARTENS 


Disconnecting and Heavy Duty Switches 


15 Hathaway St., Boston, Mass. 











for more than a year on the project before the 
range was placed on the market. More than 
twenty of the country’s leading manufacturers 
now produce the Certified Performance gas 
range. 


G-E Centers Chicago District 
Activities in New Building 


wu the movement of personnel and 
equipment now completed, Chicago dis- 
trict activities of the General Electric Com- 
pany and affiliated companies, formerly scat- 
tered in nine separate locations, are now 
housed in G-E’s new $1,500,000 building in 
Chicago. 

Occupying an entire city block, the struc- 
ture is seven stories high, of modern design, 
and equipped with the latest in lighting and 
air conditioning. It was designed by architects 
Holabird & Root, and erected by the James 
Stewart Corp., general contractors. 

Directed from the new regional headquar- 
ters building are General Electric’s sales, engi- 
neering, and servicing operations in 11 mid- 
western states and parts of three others, in- 
cluding offices at Davenport, Detroit, Kansas 
City, Milwaukee, Minneapolis, Omaha, and St. 
Louis. 

One third of the building’s 350,000 square 
feet of floor space is allocated to offices, the 
remainder being used for warehouse, display, 
and servicing facilities. Occupying the offices 
are sales and engineering divisions of various 
General Electric departments; Carboloy Co., 
Inc.; and R. Cooper, Jr., Inc. (G-E) distribu- 
tor) ; General Electric Contracts Corp.; Gen- 
eral Electric Supply Corp.; and Locke Insv- 
lator Co. 


More Light Foils Saboteurs 


pee protective flood-lighting of indus- 
trial plants will help foil would-be sabo- 
teurs during the present world crisis, Oscar 
P. Cleaver, illuminating engineer for the 
Westinghouse Lamp Division, Bloomfield, N. 
J., recently told 300 plant engineers and ex- 
ecutives assembled in Buffalo, N. Y. Among 
the more important points emphasized by Mr. 
Cleaver were these: : 

It is essential that sufficient shadowless light 
illuminate considerable area surrounding 
plants, keeping watchmen in the protection of 
the dark, yet covering every inch of possible 
entrance, 

As a protection against black-outs, “black 
light” has been perfected to assure safety to 
workers under adverse conditions. Fluorescent 
paints and dyes, which glow when irradiated 
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IN HUNDREDS OF UTILITY AND 
PRIVATELY-OWNED FLEETS-—IT’S EXIDE 


EACE of mind is not something that can 
be purchased in the ordinary sense of the 
word. 


Nevertheless, hundreds of fleet operators 
whose buses, trucks or company cars must be 
on the road at any time and under all condi- 
tions, have ceased to worry about cranking and 
lighting failures since installing Exide Batteries. 


It is mighty gratifying to know that the bat- 
teries which Exide recommends for a particular 
job of cranking or lighting, can be depended 
upon to do that job satisfactorily without cod- 
dling, under the most severe conditions. Case 
records provide evidence of fleet owners oper- 
ating hundreds of vehicles, who have received 
an average of 125,000, 175,000 and even 200,000 


miles per battery. 


Why not equip your company’s vehicles with 
ExidesP Our free booklet, “Battery Operating 
Instructions,” is yours for the asking ... and 
it may help you arrive at a decision. 


THE ELECTRIC STORAGE BATTERY CO. 


The World’s Largest Manufacturers of Storage Batteries 
for Every Purpose 


PHILADELPHIA 


Exide Batteries of Canada, Limited, Toronto 


a 
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by “black light,” may be used to coat passage- 
ways and parts of machinery to guide work- 
ers in a “lightless” factory. 

Records show that good lighting is eye con- 
serving, health building, safety insuring, effi- 
ciency producing, and waste saving as well as 
profitable. For general fabrication and as- 
sembly work in the average factory today, the 
estimated amount of illumination is seven or 
eight foot-candles. This is far below the rec- 
ommended amount of about 40 foot-candles. 

Colored light has a definite psychological ef- 
fect on human beings. Dark, dismal factory 
interiors are gradually giving way to light col- 
ored walls and machinery which lessen the 
mental strain of the factory workers. 


800 Cash Prizes Offered in 
1941 CP Range Contest 


orE than 800 cash prizes will be given to 

leading dealer and utility CP Gas Range 
salesmen in nation-wide sales contests to be 
conducted by the American Gas Association in 
1941. In addition, top sales producers can win 
one of 7 all-expense trips to the A.G.A. Con- 
vention at Atlantic City in October. Awards 
to gas companies for outstanding CP sales 
performance have also been announced by 
George L. Scofield, chairman of the A.G.A. 
Domestic Range Committee. The CP Ranger 
Club is sponsored by the Ametican Gas Asso- 
ciation and all cash prizes are donated by the 
CP Gas Range Manufacturers of the Associa- 
tion of Gas Appliance & Equipment Manufac- 
turers. 

Cash prize contests are open’ to all utility 
and dealer salesmen registered in the 1941 CP 
Ranger Club. To insure fair competition, the 
United States and Canada have been divided 
into 7 divisions and all contests will be on a 
divisional basis between salesmen from com- 
munities with approximately the same popula- 
tion and number of domestic gas meters in 1, 
2 and 3 family homes. 

Contestants earn money rewards in three 
separate monthly contests, a quarterly com- 
petition and by becoming members of the 1941 
CP Ranger ‘Club. 

The 7 all-expense trips offered in addition 
to prize money will be won by salesmen, in 
each division, with the largest number of CP 
installations from January Ist to August 3lst. 
Prize winners will be guests of the A.G.A. at 
its October convention at Atlantic City. 

While salesmen are vying for cash prizes, 
gas companies will be competing for national 
honor trophies. In each of the seven divisions, 
the gas company with the largest number of 
CP installations per 1,000 one, two and three- 





DICKE TOOL CO., Ine. 
DOWNERS GROVE, ILL. 
Manufacturers of 
Pole Line Construction Tools 
They’re Built for Hard Work 











family domestic gas meters, from January 2nd 
to December 31, 1941, will receive a distinctive 
reward symbolic of the achievement. In addj- 
tion, a National Best Performance Award js 
offered to gas companies for outstanding CP 
Gas Range promotions. 

Additional information on details and rules 
of the contest may be obtained from CP 
Ranger Club, c/o American Gas Association, 
420 Lexington Ave., New York, N. Y. 


Form 79-VR Street Light 
Announced by G-E 


NEW pendent street light has been added 

to the Form 79 line, it has been an- 
nounced by the General Electric Company. 
Designated the Form 79-VR, its principal fea- 
ture is a new bowl refractor designed to pro- 
vide more accurate control of the light dis- 
tribution, and the resulting illumination on 
the street pavement. 

The Form 79-VR will be made available 
with refractors having two-way and C-way 
distribution. With the two-way refractor 
which will normally be suspended over the 
center of the street, the light will be directed 
parallel with the street and away from the 
houses on both sides of the street. The C-way 
refractor will serve in similar fashion when 
mounted on a bracket at the side of the street, 
the light distribution being carefully “tail- 
ored” for this application. 

The new luminaire retains the important 
constructional advantages of the Form 79 line, 
such as die-cast aluminum hood and the spun- 
sealed construction which makes the refractor 
a permanent part of the luminaire. This latter 
feature cuts maintenance by preventing dirt 
and insects from entering the luminaire at the 
joint between the reflector and glassware, and 
also lengthens the life of the glassware by 
preventing the nicking and chipping which re- 
sults in premature breakage with other type 
street lights. 


Pneumatic Operator for Oil 
Circuit Breakers 


LB pony es me of a pneumatic operator for 
the high-speed operation of large outdoor 
oil circuit breakers has been announced by 
Allis-Chalmers Manufacturing Company, Mil- 
waukee, Wisconsin. 

The new operator, designated type PN-700, 
is especially suitable for fast reclosing service, 
reclosing times within 20 cycles (60 cycle tim- 
ing) having been obtained when using the PN- 
700 in conjunction with a standard 69 kv. 600 
ampere, 500,000 Kva Outdoor oil circuit 
breaker. The type PN-700 is also particularly 
suitable for installations where a D.C. supply 
is not available, and where operation from an 
A.C. source through a rectifier is not consid- 
ered desirable. 

The type PN-700 consists essentially of an 
air cylinder and piston, and a mechanically trip 
free mechanism. It uses a normal operating 
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THE 
HOME 


ECONOMISTS 
OF 
AMERICA 


Robertshaw enlists the active assistance of the most influential kitchen promotion group 


IN AN INTENSIVE CAMPAIGN TO SELL THE 
MODERN RANGE TO THE NATION’S HOMES 


bertshaw has created a new Educational 
ice for the free use of home economics 
hers, home demonstration agents, home 
ice directors. This Service sells the mod- 
range by selling measured heat as an 
portant ingredient in every recipe. 


Thousands of requests for the Service 
have already been received. Thousands of 
teachers and directors will shortly be pro- 
moting range sales more effectively with its 
aid. Another big step forward in the mer- 
chandising of ranges! 


And a big step forward in heat control! Complete 
control of both the supply of fuel (either gas or electricity) and the 
temperature of the oven — effected by the single simple operation 


of turning one dial. 


ROBERT SHAW 


THERMOSTAT COMPANY 


Youngwood, Pennsylvania 
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pressure range from 80 to 125 Ibs. per square 
inch. An auxiliary compressed air storage tank 
stores enough air for three closing operations 
before recharging is necessary. 

Auxiliary devices include: a small elec- 
trically driven air compressor, for recharging 
the breaker tank, operated from a 220 Volt 
A.C. single phase source; an automatic pres- 
sure control switch for starting and stopping 
the compressor and maintaining pressure in 
the air tank within pre-determined limits; a 
low pressure lockout switch; a low pressure 
bell alarm switch; a safety valve; an air 
cleaner; a pressure gauge and auxiliary 
switches. 


Southern Natural Gas to Build 
$2,200,000 Pipe Line 


et gy Natural Gas Company, Federal 
Water Service Corp. subsidiary, has let 
contracts for construction of a 135-mile pipe 
line, to cost $2,200,000, to connect its recently 
developed gas leases in the Logansport field 
with the terminus of its pipe line system in the 
Monroe field of Louisiana. 

Ford, Bacon & Davis Engineering Corp. 
will supervise construction of the new line, 
which will require approximately 16,000 tons 
of 14-inch pipe. National Tube Co. and Re- 
public Steel Corp. will supply the pipe which is 
designed to operate at a pressure of 12,000 
pounds per square inch and to deliver about 
100,000 m.f.c. of gas daily into the company’s 
present lines in the Monroe field from the 
Louisiana-Texas boundary. 

In addition to the new line, Southern Nat- 
ural Gas, in anticipation of increased demands 
for gas in Georgia, Alabama and Mississippi, 
contemplates making further increases in the 
capacity of its existing lines. 


Louisville Gas & Electric To 
Build $5,000,000 Plant 


OUISVILLE Gas & Electric has announced 
plans to build a $5,000,000 power plant 

to increase its output by 27 per cent. Opera- 
tion of the new unit is expected by June, 1942. 


M. M. & M. Division Introduces 
Longer-Wearing Valve Stems 


HE Hancock Valve Division of Manning, 
Maxwell & Moore, Inc., Bridgeport, Con- 
necticut, announces a new, longer-wearing al- 
loy, Hancodur, for valve stems and bonnets. 
This self-lubricating alloy was developed ex- 
pressly for use in Hancock Superfinished, “500 
Brinell” Bronze Valves. It is claimed by the 
makers that repeated breakdown tests indicate 
that these new Hancodur valve stems and bon- 
nets outwear other stems and bonnets six 
times. 
It is stated that Hancodur stems have a ten- 
sile strength of 90,000 pounds per inch plus a 
high-self-lubricating characteristic that re- 


sists galling and wear. The makers say that 
due to increased production and lower many. 
facturing costs—their full line of Hancock 
Superfinished “500 Brinell” Bronze Valves 
are now furnished with Hancodur stems and 
bonnets at no increase in price. An interesting 
bulletin giving complete details may be had 
for the asking. 


New Features Introduced in 
G-E Switch and Outlet Boxes 


tt G-E switch and outlet boxes furnished 
A with clamps now have new knockouts 
new pryouts, new clamps, and cable clamping 
ribs which save space and make wiring easier, 
it has been announced by the General Electric 
construction materials division, Bridgeport, 
Conn. Catalog numbers and prices reniain the 
same. 

The new knockouts are horse-shoe shaped, 
permitting cable to lie flat on the bottom of 
the box, thus saving space and protecting cable, 
New pryout slots are scientifically located for 
easy use. The removal of knockouts is possi- 
ble even after a box is installed. 

New clamps are provided for “BraidX” in 
the SP26625 series of shallow round outlet 
boxes and in switch boxes. They provide more 
wiring space and eliminate completely any 
sharp edges which might injure the cable. 

Other features of these improved boxes in- 
clude ribs in the bottom of the box to help 
hold cable securely and new mounting ears 
which provide much greater range of ad- 
justment. 


Kelvinator Plans Electric 
Range Program 


NNOUNCEMENT of the new 1941 Kelvinator 
electric range selling program, a plan pat- 
terned in many of its phases after the 194 
Kelvinator electric refrigerator manufacturing 
and selling program, has been made by Frank 
R. Pierce, general sales manager of the Kel- 
vinator Division of Nash-Kelvinator Cor- 
poration. 

In announcing the new program, Mr. Pierce 
said that it featured prices $20 to $30 lower 
than last year, a simplified line concentrated 
in three models and a new type of selling tool 
called the “Salesmaster.” He emphasized that 
lower prices, a telescoped line and new selling 
methods were integral parts of Kelvinators 
successful 1940 electric refrigerator program 
and that these same principles had been spe- 
cially adapted to the new range program. 


Line Breaker for Transit Use 


NCORPORATION of the Magne-Blast principle 
of operation in an arc chute has led to de- 
velopment by the General Electric Company 
of a new line breaker which can be mounte 
vertically in low-height compartments iM } 
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CIRCULAR COILS 

. the same as in Pennsylvania Power 
transformers . . balanced against short 
circuit stresses. 


SAFE, PLIABLE INSULATION 

Open type coil construction permits im- 
pregnation in varnish.at low temperature 
(105°C) assuring safe, pliable insulation. 


SURGE RESISTANCE 

Transformer insulation is properly co- 
ordinated with flash-over of bushings, 
thus providing necessary surge-resisting 
qualities. 


STURDY TANK CONSTRUCTION 

Copper-bearing steel plate tanks with rein- 
forced curled top and lock-seam-weld bot- 
tom to protect against moisture and rust. 


C HECK them point for point 
and you will find many funda- 
vides maximum accessibility and elimi- mental improvements of construc- 
nates necessity for handling tools inside tion that distinguish Pennsylvania 
of transformer. Distribution Transformers, in de- 
OVERLOAD CAPACITY sign and in performance. Listed at 
Low temperature gradient between copper the left are but a few of many 


EXTERNALLY BOLTED BUSHINGS 
This method of attaching bushings pro- 


30 nae pees oil, “ Ny ah ‘tne permits Pennsylvania advantages which so 
eavy overloads with salety 


‘centrated assuredly mean longer life, reduced 
Hing tool upkeep and dependability under 
i severest operating demands. 


Get the facts before placing your 1941 contract .. . let 
us demonstrate to you what Pennsylvania engineering 
means in economy and efficiency. 


aoe @ TRANSFORMER COMPANY 


1701 ISLAND AVENUE, N. S., PITTSBURGH, PA. 
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restricted space. The new breaker is especially 
valuable on modern street cars and trolley 
coaches since it is capable of opening short 
circuits obtained on 600 volts direct current 
with a minimum amount of flame and gas. 
Rated at 275 amperes at 600 volts d-c, the new 
breaker has an interrupting capacity of 12,000 
amperes. 

The overload trip armature is mounted so 
it can strike the main armature, forcing it 
open quickly in case of short circuit and thus 
preventing welding. The rapid operation of 
the breaker is due to the strong force exerted 
by the overload coil. This rapid operation 
limits the maximum current on a 600-volt d-c 
short circuit—even on large systems—to less 
than 11,000 amperes. 


Knapp-Monarch Introduces 
New Heater 


re auxiliary use in hard to heat rooms, 
. Knapp-Monarch have introduced their 
Cirel-Air Electric heater which combines 


K-M Circl-Air Heater 


forced convection and evenly distributed re- 
flection to raise room temperature uniformly. 
The reflector rotates, covering an arc of 35 
degrees, while a fan in the base of the heater 
draws cool air into the heater and circulates 
the warmed air. For focused heat, the rotator 
may be switched off. 

Finished in brown frosted enamel, the K-M 
Circl-Air Heater lists at $12.95. 


ba 


Equipment Literature 

Koppers Kolineum 

Kolineum, a highly refined creosote, used as 
a wood preservative, insecticide and a weed 
killer, is described in “Koppers Kolineum” 
(Form TD-11), literature recently published 
by Koppers Company, Tar and Chemical Divi- 
sion, Pittsburgh. 


Directions are given for preserving wood by 
dipping, brushing and spraying with Koli. 
neum; also for using it as an insecticide and 
a weed killer. Its physical properties are algo 
described. 


Power Transformers 

R. E. Uptegraff Manufacturing Company, 
Scottdale, Pa., have just issued Bulletin No, 
111, Uptegraff Power Transformers. The 
Bulletin is 16 pages and describes the process 
of manufacture, and shows power transform- 
ers through the various stages of assembling 
and also many completed transformers of large 
size. A copy of the Bulletin may be secured 
from the manufacturer. 


Trolley Coach Line Equipment 

A new 48-page catalog describing a complete 
line of trolley coach overhead line equipment 
is announced by Westinghouse Electric and 
Manufacturing Company. Standard suspen- 
sion fittings, curve segments, and special work 
assemblies are listed, with attention given to 
application, features, construction, and descrip- 
tive data for each item. 

All units are illustrated with photographs or 
drawings and complete electrical and physical 
data given along with the price of each item. 

Copies of Trolley Coach Line Equipment 
catalog 74-100 may be obtained from depart- 
ment 7-N-20, Westinghouse Electric & Manu- 
facturing Company, East Pittsburgh, Pa. 


Industrial Tools 


A complete new catalog (No. 50) showing 
Stanley Tools for industry is announced by 
Stanley Tools, New Britain, Conn. An alpha- 
betical index is printed on the cover for 
quickly locating the various classifications of 
items. A more detailed index is included inside 
the book. : 

The catalog measures 83” x 108” and is 
punched for a Kalamazoo binder. 

A free copy will be sent upon request. 


Distribution Transformer Bulletin 

Allis-Chalmers Mfg. Company, Milwaukee, 
Wisconsin, has released a new Distribution 
Transformer Bulletin B-6125 covering sizes 
ranging from 374 kva to 200 kva designed for 
standard voltages of 2400 to 69,000 volts. The 
16 well-illustrated pages cover the design and 
construction features, including dimension 
sheets. 


G-E Bulletins 


The following bulletins have been: recently 
issued by General Electric Company, Sche- 
nectady, New York: Air-Conditioning and 
Refrigeration—Compressor Motors, Type KG 
(GEA-3479) ; Manual Motor-Starting Switch 
(GEA-2234C); New Push-Button Stations 
(GEA-3469) ; G-E Square-Wave Generator 
(GEA-3442) ; VU Volume-Level Indicators 
(GEA-3145A) ; and Centrifugal-Speed Relays 
(GEA-3047A). 
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d Fe 1 fact that it is the most reliable and 
— \ permanent insulation known 


THE KERITE Wisteér2 COMPANY INC 


NEW YORK CHICAGO SAN FRANCISCO 
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P.U.R. QUESTION SHEETS 


An Educational Opportunity for Public Utility Men 





A service designed to assist those connected with public utility enterprises to 
qualify themselves for more efficient work and higher positions. 


What Is the Purpose of Question Sheets? 


Question Sheets give executives, operating officials, managers, superintendents, 
engineers, department heads and all persons aspiring to more responsible posi- 
tions in any branch of the public utility industry concentrated information about 
the fundamental problems of utility financing, management, operation and 
regulation. 


How Are Question Sheets Used? 


Question Sheets are issued in the form of a 4-page folder (6 x 9 in.) every other 
week (26 times a year). Each Question Sheet comprises 10 questions, with 
answers. There are no books to buy, no papers to write, no lessons and no 
examinations to encroach upon the busy man's time. 


What Are the Sources of Question Sheet Information? 


Constant investigation and discussion of utility organization, financing, manage- 
ment and operation are now being carried on by Federal and state regulatory 
commissions throughout the country. New terms, ideas, principles and practices 
appear almost daily. They directly affect the operation of utility companies. 
The answers to all questions are taken from these authoritative sources. 


A Knowledge-Building Opportunity That No Utility Man 
Should Overlook 





Start using the 9 
tion Sheet service 
Simply fill in 

QUESTION SHEETS coupon and mail i 


I hereby subscribe to the P. U. R. QUESTION SHEETS at $10 a year, and agree to pay once. The $10 
for the same in semi-annual installments of $5 each, upon receipt of bills, this subscription + 4s f ‘—s 
to include, without extra charge, the QUESTION SHEET ANNUAL INDEX. scription tee Inc 

26 Question Sh 


PUBLIC UTILITIES REPORTS, INC. 
1038 Munsey Building, Washington, D. C. 


Accepted: 
throughout the ¥ 
and the Annual 9 
tion Sheet Index. 
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Ready fr ml Cancrgcny 


» demands of industry are unpredictable today. 

But whatever they may be, Connelly is equipped to 

meet them. Already forced, by rapidly increasing de- 

mands, to increase our facilities for the production of 

iron sponge, governors, regulators, back pressure 

valves, and other equipment for gas purification and 

‘ control, we have gone even further and prepared for 

§. CRENSHAW the future. Our new laboratory and enlarged manu- 
Manager facturing facilities enable us to meet any emergency. 


astern Division 
lizabeth, N. 





Our Eastern Division at Elizabeth, New Jersey, in 
charge of L. G. Crenshaw, is equipped to render 
prompt and efficient service thruout the Eastern ter- 
ritory, and this, together with our plant and labora- 
tories in Chicago, provide ample facilities for handling 
the requirements of the industry at all times. 


IRON SPONGE and GOVERNOR Company SPo,” 
CHICAGO, ILL. ELIZABETH, N. J GE 


DAVEY TREE TRIMMING SERVICE 











Wilson, Herring and Eutsler's 


PUBLIC UTILITY 
REGULATION 


571 pages, $4.00 1846 1923 


RN analysis of the nature, extent, and problems of JOHN DAVEY 
public utility regulation in the United States, Founder of Tree Surgery 
ith emphasis upon the expanding role of the Federal 
overnment in the regulation of public utilities, its Wi ; 
tivities in undertaking power projects and pro- idely Available 
oting rural electrification, and the issues involved P 
governmental ownerships. The well-rounded treat- © Middle West 
ent and critical viewpoint will be of aid to all who @ North 
@ interested in evaluating the present status of 
bli utility regulation, its strengths, weaknesses, and @ East 
gnificance for privately-owned industry. @ South 


Order from Always use dependable Davey Service 


Public Utilities Reports Inc. DAVEY TREE EXPERT CO. : KENT, OHIO 


unsey Bldg, : Washington, D. C. D AV E Y T R E E $ E R V I C E 
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RILEY STEAM GENERATING UNIT 


Another Riley Unit for 
the latest extension of 
Peoria 


CENTRAL ILLINOIS LIGHT 
CORP. 


Commonwealth and Southern Corp. Prop 


Peoria, Ill. 





375,000 pounds of steam” per hoi 
900 Ibs. Pressure, 900°_F steam. Pu 


verized coal fired. 


The unit consists of Riley Boile 
Superheater, Steam Temperature Co 
trol, Economizer, Air Heater, Wate 
Cooled Furnace, and Steel-Clad In 
lated Setting. 





The Peoria plant extension of 
Central Illinois Light Co. in 1937 i 
cluded the installation of a 300,000 l 
per hour Riley Steam Generating Uni 
The satisfactory performance of 
unit paved the way for the new a 
larger Riley unit in the recent expansi 





RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEWYORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT SEATTLE 
ST. LOUIS CINCINNATI HOUSTON CHICAGO  8&T. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED rom } 
PULVERIZERS - BURNERS - MECHANIOAL STOKERS - STEEL-CLAD INSULATED SETIU 
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SPRAGUE COMBINATION METER-REGULATOR 


LATEST ACHIEVEMENT 
IN 
GAS MEASUREMENT AND 
CONTROL. 








For Manufactured, 
Natural and Butane Service 


Write for bulletin. 


THE SPRAGUE METER CO. 


Bridgeport, Conn. 
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200,000 Products Grandpa Never Had 


Four SMELLS and commotions— 
that, to most of us, is a good summary 
of the mystic fields of Chemistry and 
Physics. Their lingo — phenol, butyl 
alcohol, trinitrotoluol, isopropyl! spir- 
its—is something to use in cross-word 
puzzles. . 


We let the practitioners of the mod- 
ern Black Arts cheerfully alone, know- 
ing in due time that it will all make 
sense. The day invariably comes when 
we get a new radio tube, a new medi- 
cine, clothing of glass, hats made of 
milk, cold light, air-conditioned rooms 
—all the every day products which to 
grandfather would have been 200,000 
miracles.* 

The only tragedy is that we take so much 
for granted. We are all quite sure that 
our grandchildren will see 200,000 more 
miracles. 

But that’s not necessarily true. These mir- 
acles of the past and those of the future come 
from a happy combination of “foul smells 


and commotions” with a peculiarly Ameri- 
can miracle—the American Free Enterprise 
System. 


The miracles of America don’t come from 
the marble halls of the District of Columbia. 
They happen in the brains and spirits of free 
men working together. 


When you hear men say we need more 
laws, more restrictions, more dictocracy, you 
are listening to men who have lost faith in 
America. They will stop the miracles to 
come, as their way of thinking would have 
stopped the 200,000 grandpa never saw. 


So listen instead to those who want Amer- 
ica to go ahead. Business is for more things 
for more people. So What Helps Business 
Helps Us All. 


*Write for “The Case for Industrial Chemistry” 
enclosing 10 cents to cover costs. 


This message is published by 


NATION'S BUSINESS 


It is the 46th of a series contributed toward 4 
better understanding of the American system 
of free enterprise. If you’d like to express 
your views on the American Way why n0t 
write to your Congressman or Senator? 
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IGHTNING investigation equipment 
| installed on transmission towers 
ffree fel radio station WADC, at Akron, 

hio, provides the means for studying 
more @iiects on large steel towers. Westing- 


'y, you js P “ 
nae louse is continually developing and 


les to festing lightning protective apparatus 
| have #0 give central stations the most de- 


™ endable equipment possible. The new 
Amer- ple . 
hinge estinghouse LV arrester, which suc- 


sines [eeSSfully withstands strokes of both 
bng and short duration, is an example. ° “PP aratus 
nistry” his new arrester has made possible 
igh continuity of service enabling 
ower companies to cut maintenance 
SS sts while giving better service. 
ESTINGHOUSE ELECTRIC & MANUFACTURING COMPANY, EAST PITTSBURGH, PA. 


Westinghouse (Ww 


ELECTRICAL PARTNER OF THE CENTRAL STATION INDUSTRY 
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How to solve the problems of 


ELECTRIC DISTRIBUTION 





This handy manual presents essential data, factors, 
tables and diagrams for practical application by all 
who are concerned with the planning, design, con- 
struction, operation, maintenance, inspection and 
supervision of the electric distribution system. 


ELECTRIC DISTRIBUTION 
FUNDAMENTALS 


By Frank Sanford 


Distribution Engineer, Cincinnati Gas & Electric Co. 


242 pages, 156 illustrations 
15 tables, 1 chart, $2.50 


Covering the ABC of electric distribution—of both the 
utility distribution, and the industrial and inside wiring 
branches of service to the outlet—this book explains the 
everyday problems involved in distributing electrical 
energy anywhere between the major substations and the 
customers’ meters. 


COVERS ALL STEPS 


From a nonengineering viewpoint it discusses how the 
distribution system works; how it is planned, designed 
and constructed; how service and operating routine is 
handled; elementary principles of methods and equip- 
ment; basic factors of the electric circuit; methods of 
generation; selection, application and design of trans- 
formers; design of carrying lines; problems of main- 
taining current flow; mechanical principles and strength 
of materials; how distribution fits in economically with 
the electric supply sys- 

tem as a whole; etc. 


Step by step explana- 
tions cover voltage drop, 
wire size calculations, 
transformer connections, 
power factor improve- 
ment, inductive reac- 
tance, and similar prob- 
lems. 


EASILY 
UNDERSTOOD 


Practical design prob- 
lems are included with 
solutions based on dia- 
grams instead of diffi- 
cult mathematics. Nu- 
merous illustrations, di- 
agrams and tables will 
be found helpful for a 
quick and complete un- 
derstanding of the funda- 
mentals. 











TREATS: 


—design and construction 
—operation and service 

—methods and equipment 
—mechanics and materials 


THESE CROWDED 
CHAPTERS BRING YOU 
PRACTICAL, HELPFUL 

DATA 


Perspective of the Electric System 
Distribution to Serve the Load 
The Distribution Division 
Generation of Electricity 
Fundamentals of the Electric 
Circuit 
Inductance and Related Charac- 
teristics 
Tools for Electrical Problems 
Transformers 
Transformer Connections 
Voltage Control 
© Current Interrupting 
Equipment 
© Voltage Protection — 
Lightning—Gr ding 
Street Lighting Circuits 
Mechanical _ Principles 
in Distribution 
Economic Principles in 
Distribution 
Measures of Service 











Send check, money-order or cash | 


PUBLIC UTILITIES 
FORTNIGHTLY 


MUNSEY BLDG. 
WASHINGTON, D. C. 








Public Utilities Fortnightly 


CRESCENT 
‘CABLES 


VARNISHED CAMBRIC CABLE 
RUBBER POWER CABLE 
SIGNAL CABLES ¢« CONTROL CABLES 
BUILDING WIRE and CABLE 


All types of Building Wire and all kinds of Special Cables 
to meet A.S.T.M., A.R.A., |.P.C.E.A., N.E.M.A., and all Rail- 
road, Government and Utility Companies’ Specifications. 
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Make Your 
Research Department 
NATION-WIDEIN SCOPE! 


Acting as a supplement to the 
utility’s own research depart- 
ment, E.T.L. stands fully pre- 
pared to test new equipment 
against specifications either at 
the Laboratories, at the factory, 
or in field surveys. 


To do this, E.T.L. maintains a 
corps of specially trained in- 
spectors with testing equipment 
stationed at strategic points over 
the entire country ... ready at 
a moment’s notice to conduct 
tests and give detailed reports 
on new equipment .. . before 
shipment is made. 


Why not take advantage of 
E.T.L.’s wide experience in the 
testing field ... and make your 
own research department nation- 
wide in scope? 


Know by Test! 


ELECTRICAL 
TESTING 
LABORATORIES 


East End Avenue and 793th Street 
New York, N. Y. 





This complete manual 
brings you... 


.»- written to meet} 
needs of the practical m 


This book gives the electrical man | 
self-study material needed to adva 
himself in central station work. h 
plain, detailed way, Croft covers 

how and why of the generation, tra 
mission, and distribution of electrig 
energy, including scientific fundamen 

design factors, central station set-up, ¢ 


CENTRAL STATION 


By Terrell Croft 
Consulting Electrical Engineer ¢ 
Revised by George H. Hall 


Third edition, 360 pages, 51 | 
x 8, 285 illustrations, $3.00 


N THIS BOOK the author 

covers in detail all phases 
of the generation, transmis- 
sion, and distribution of elec- | ~ 
trical energy—amaintaining a | 
simple treatment throughout, 
easily grasped by the reader 
of modest mathematical at- This edition 
tains the type 
practical 

HE DIFFERENT TYPES treatme 

of generators are described throughout, 
as well as the different prime includes cot! 
movers employed, reciprocat- erable new 
ing engines, turbines, inter- terial relating 
nal combustion engines, and developments 
water wheels. Alternating and the _ field, 
direct-current systems are bines, the 
discussed and compared with work 5 
data for calculation of trans- lightning pre 
mission lines for both sys- tive appar 
tems. Space is also given to description 
the various station accessories illustrations ¢ 
such as voltage regulators, number of 
lightning arresters, and other of voltage 
protective equipment. lators, etc. 


tainments. 


Send check, money-order or cash fe 


PUBLIC UTILITIES FORTNIGHT 
MUNSEY BLDG., WASHINGTON, 0. 
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his Is the Way to CUT COSTS 


HOOSE International full Diesel 
racTracTors for the job. They back 
p their economy claims with perform- 
nce facts. They lead the way in low 
berating costs with no compromise on 
y job, no matter how big ee how tough. 


In the complete ‘line of Inteunational 
ll Diesels there is the exact power ca- 
acity you need. From the small Model 
D-6 up to the massive Model TD-18 
ou will find exclusive and outstanding 


features developed by an organization 
with more than 100 years experience in 
heavy-duty manufacture. Furthermore, 
International TracTracTors are built in 
a factory specializing in crawler tractor 
manufacture. 


See the nearby International industrial 
power dealer or Company-owned branch 
for details about the sizes best suited 
for your work. 


INTERNATIONAL HARVESTER COMPANY 


180 North Michigan Avenue 


Chicago, Illinois 


INTERNATIONAL HARVESTER 
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STATE AND FEDERAL 


REGULATION 
OF 
PUBLIC UTILITIES 


Now Available 


A Volume Containing the Entire 1940 Convention Proceedings 
of the 


NATIONAL ASSOCIATION OF 
RAILROAD AND UTILITIES COMMISSIONERS 


$6.00 


Including round-table discussions and reports on the following subjects: 


Utility Regulation and National Defense—Coordination of Federal and 
State Regulation of Motor Carriers—Methods of Shortening Rate 
Cases and Costs Thereof—Telephone Regulation—Financing 
the Utility Property Account—Valuation—Uniform Motor 
Freight and Rail Classification 
These and others 


COMMITTEE REPORTS SEPARATELY PRINTED AND OTHER 1940 PUBLICATIONS 
OF THE NATIONAL ASSOCIATION OF RAILROAD AND UTILITIES COMMISSIONERS 


otiity erpiahon and: NatONal DELCBSE: ois cceicie cis o:isiees 66 60.0 bes Oe blowin eee beens ss cod 
MERUGEL (OL CORMHITOL ON COMpOrate P MIANCEs 6 sie 6.0 ..5ic 050 0:6 oo vd b bwities occ eb ares ey cepecee 
Methods for Shortening Rate Cases and For Reducing the Cost Thereof............... 
Interpretations of Uniform System of Accounts for Electric Utilities, E-3............-5 
Interpretations of Uniform System of Accounts for Gas Utilities, G-3 .............-000+ ‘ 
Interpretations of Uniform System of Accounts for Telephone Utilities, T-2 ............ 
Interpretations of Uniform System of Accounts for Water Utilities, W-3............++- 
Statement Relating to Original Cost and Reclassification of Utility Plant Pursuant to the 

Provisions of Uniform Systems of Accounts for Electric, Gas and Water Utilities. . 
Rules Governing the Preservation of Records of Electric Utilities.............0e0eeeeee 
Report of Special Committee on Uniform Motor Freight and Railroad Classification..... 
Report of Special Committee on Uniform Service Company Contract............eeeeeeee 
RREOOEE OL COMINELCE ON) V AIIATIONN. 5,5 0 /slaicie 5. s5s.5 6 9/1s,s 4/0 o's Nolen Cele hiccere psu salman ipieecc 8 v0: 
Report of Special Committee on Developments in Regulatory Law.............+.eeesees i 
Annual Report Forms for Electric Utilities ($2) Gas Utilities ($2) Water Utilities ($2) 

Combination of two ($3) of all three ($4.50) 

(Where remittance accompanies order we pay forwarding charges: 


NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 


7413 NEW POST OFFICE BLDG. WASHINGTON, D. C. 
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TRIDENT Salbichangeabillly MEANS 


Number 2 of a Series 


" FFICIENCY experts will tell you 
Frost. Preot that lost motion is one of the 
oy major causes of inefficiency. An ex- 
TRIDENT hae 
inTERe ample of this, in a meter shop, is the 
— time and effort spent in finding the 
Economy in Inventory proper repair parts, and scraping 
* Efficiency in Maintenance and fitting them at the bench. 
Reliability in Performance ope ° 
iain: teen Interchangeability is the cure for 
Replacements both these ills; and you get it in 
Utmost in Revenue Trident Meters. Standard new parts 
fit all casings, new or old, perfectly. 











NEPTUNE METER COMPANY 
50 West 50th Street NEW YORK CITY 


Branch Offices in CHICAGO, SAN FRANCISCO, PORTLAND, ORE., 
DENVER, DALLAS, KANSAS CITY, LOUISVILLE, ATLANTA, BOSTON. 
Neptune Meters, Ltd., 345 Sorauren Avenue, Toronto, Canada 





—— 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








Public Utilities Fortnightly February 27, 194jmebru 





PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate experts and others equipped 
to serve utilities in all matters relating to rate questions, appraisals, valuations, special re. 


ports, investigations, design and construction. « < ¢ « 





THE AMERICAN APPRAISAL GOMPANY 


INVESTIGATIONS « WALUATIONS e REPORTS 
PROPERTY EXAMINATIONS AND STUDIES for 
ACCOUNTING AND REGULATORY REQUIREMENTS 

CHICAGO - MILWAUKEE + NEW YORK + WASHINGTON ~ And Other Principal Cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA 


PACKARD BUILDING 








senex FOLD, Bacon « Davis, anc. ware cases 


CONSTRUCTION ° ; APPRAISALS 
Engineers 


OPERATING COSTS INTANGIBLES 
VALUATIONS AND REPORTS 
NEW YORK PHILADELPHIA WASHINGTON CLEVELAND CHICAGO 








J. H. MANNING & COMPANY 


120 Broadway ENGINEERS Field Building 


New York icago 


Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 


Public Utility Affairs including Integration 








SANDERSON & PORTER 
ENGINEERS AND CONTRACTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
Chicago New York San Francisco 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 
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PROFESSIONAL DIRECTORY (continued) 





STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS +» EXAMINATIONS * APPRAISALS 
CONSULTING ENGINEERING 


BOSTON ¢ NEW YORK « CHICAGO e PITTSBURGH ¢ SAN FRANCISCO ¢ LOS ANGELES 








BARKER & WHEELER, Engineers 
1! Park Place, New York City. 
36 State St., Albany, N. Y. 
Designs and Construction—Operating Betterments— 
Appraisals, Rates—Office Systems 
Twenty Years Special Experience in Development of 
Original Costs, Restoration of Capital Accounts, Installa- 
tion of Perpetual Property-Record Systems, and Special 
Problems of Municipal and Other Non-Centralized Proper- 
ties. 


Francis S. HABERLY 
ENGINEER 


Appraisals—Property Accounting Reports 
—Cost Trends 


122 SOUTH MICHIGAN AVENUE, CHICACO 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and _ re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHI@, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


PUBLIC UTILITY 
VALUATIONS AND REPORTS 


814 Blectric Building Indianapolis, lud. 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection wi 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 








E. J. CHENEY AND CO. 


Engineers and Consultants 


61 BROADWAY NEW YORK 


SLOAN & COOK 
CONSULTING ENGINEERS 


120 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals—Original Cost Studies 
Depreciation, Financial, and Other Investigations 














ROBERT E. FOLEY 


Erecting Engineer 
Telephone Lines—Rural Lines—Fire Alarms— 
Transmission Lines 


48 Griswold St. Binghamton, N. Y. 








J. W. WOPAT 


Consulting Engineer 
Construction Supervision 


Appraisals—Financial 
Rate Investigations 


1510 Lincoln Bank Tower Fort Wayne, Indiana 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 


American Appraisal Company, The 


B 


*Babcock & Wilcox Co., The 
Barber Gas Burner Company, The 

Barker & Wheeler, Engineers 

Black &-Veatch, Consulting Engineers ~ 
Burroughs Adding Machine Co, ....................-..-.0++ 





Cc 


*Carpenter Manufacturing C pany 
Carter, Earl L., Consulting Engineer 
Cheney, E. J. and Co., Engineers 


Chevrolet Motor Division of General Motors 
Sales Corp. 


Cities Service Petroleum Products 
Inside Back Cover 


Cleveland Trencher Company, The 

*Combustion Engineering Company, Inc. 
Connelly Iron Sponge & Governor Co. ................ 45 
Crescent Insulated Wire & Cable Co., Inc. 








D 


Davey Tree Expert Company 
Day & Zimmermann, Inc., Engineers 
Dicke Tool Company, Inc. 





E 


Egry Register Company, The 

Electric Storage Battery Company, The 
Electrical Testing Laboratories 

Elliott Company 

Elliott Addressing Machine Co., The 





F 


Foley, Robert E., Erecting Engineer 
Ford, Bacon & Davis, Inc., Engineers 
*Ford Motor Company 

Forest City Foundries Company, The 





G 


General Electric Company Outside Back Cover 
Grinnell Company, Inc. 2s 





H 


Haberly, Francis S., Engineer 
Hoosier Engineering Company 





I 


International Harvester Company, Inc. 
Professional Directory 


*Fortnightly advertisers not in this issue. 


J 


Jackson & Moreland, Engineers 
Jensen, Bowen & Farrell, Engineers 
Johns-Manville Corporation 





K 


Kerite Insulated Wire & Cable Co., Inc., The — 
Kinnear Manufacturing Company, The .... 
*Koehler Manufacturing Co. 


M 


Manning, J. H. & Company, Engineers ..... 
Martens & Stormoen 
Merco Nordstrom Valve Company ................. scene 





N 
National Association of Railroad & Utilities 
Cc i S 





Nation’s Business 

Neptune Meter Company 

Newport News Shipbuilding & Dry Dock Com- 
pany 1 











P 


Pennsylvania Transformer Company .................. 5 
Pittsburgh Equitable Meter Company . 
Pittsburgh Plate Glass Company 


Railway & Industrial Engineering Company .. 
Recording & Statistical Corp. .........-.....-----0-- =a 
Remington Rand, Inc. 
Ridge Tool Company, The 
Riley Stoker Corporation 
Robertshaw Thermostat Company 











Sanderson & Porter, Engineers 

Sangamo Electric Company 

Sargent & Lundy, Engineers 

Silex Company, The 

Sloan & Cook, Consulting Engineers 

Sprague Meter Company, The ..............------ asstitle 
Stone & Webster Engineering Corporation ~~ 


Vv 


Vulcan Soot Blower Corp. .........--..----:-0-+-+-= ocala 


w 
Westinghouse Electric & Mfg. Co. 
Wiegand, Edwin L., Company 
Wopat, J. W., Consulting Engineer 
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NATIONAL DEFENSE NEEDS MORE 


THAN “ELBOW GREASE" 


Industrial lubrication, as exempli- 
fied by the role of Cities Service, 
plays a vital part 


Lifeblood of the factory line is the precious 
oil that keeps the wheels of industry turning 
... Spinning ever faster and faster as tanks, 
ships, planes and trucks spring from blue- 
prints into cold steel. 


In many phases of na- 
tional defense, Cities 
Service’s industrial oils 


have been called upon to help deliver max- 
imum efficiency of operation. 


We are honored by our selection, feeling 
that it indicates more plainly than words 
that we are qualified to meet the lubrication 
problems of industry. The vast experience 
of our Lubrication Engineers is available 
for consultation without cost. All you have 
to do is get in touch with us at any of the 
offices listed below. 


CITIES SERVICE OIL COMPANIES 


CITIES SERVICE OIL COMPANY 


Chicago, New York, Cedar Rapids, 


Boston, St. Paul, Grand Forks, Kansas City, Fort Worth, Oklahoma City, Milwaukee, 


Cleveland, Detroit, Syracuse. 


CITIES SERVICE OIL COMPANY, LTD. —Toronto, Ontario. 


ARKANSAS FUEL OIL COMPANY — Shreveport, 


Little Rock, Jackson, 


Miss., Birmingham, Atlanta, Charlotte, N. C., Nashville, Richmond, Miami. 


his page is reserved under the MSA PLAN (Manufacturers Service Agreement) 











A NUMBER OF TEXTILE |” — 
Lay Ce ol Te Lustana 
TOMATICALLY COMPENSATE LUXIMETER ius 
TAKEN THE. GUESSWORK pe ty 
MEASURING THE DEGREE. OF 
PASTEURIZATION OF MiLic / 











Ecoxeacitaas 
ees TROFGIOME TE. OF ANY COLOR 
THE HUMAN EVE CAN PERCEIVE ! 


F545 PORTABLE DYNAMIC-BALANCER, 
-MEASURES VIBRATION IN GEARING HOUSINGS 
AND? MAKES BALANCING POSSIBLE IN ONLY 





THREE TRIAL RUNS ! 





DOOR OPENERS FOR POWER SALESME 


EW uses for electricity! New ways to capi- 
N talize the versatility of electric power. New 
methods of doing an old job better, edectrically. 
These are your power salesmen’s stock in trade. 
One by one, ingenious new products continue 
to’ comé from the G-E laboratories and factories. 
An electric instrument for the stper-accurate 
measurement of color—one that eliminates the 
human factor. Another electric device to: deter- 
mine the degree of milk pasteurization—and to 
do it more accurately than ever before. For 
another industry, a new automatic control that 
assures the uniform weave of textiles. These, to 


mention only a few, are marketed through our 


Special Products Section at Schenectady, Ey 
one offers a new opportunity for the power 
man to build good will, by bringing it to 
attention of his customers. 

Most of these developments are not highly 
nificant as load builders. But as they moved 
your lines, we feel sure that they demonst 
the versatility of electricity and extend them 
of its usefulness. More important, they encot 
still greater dependence on the service you™ 
We believe that this is an importarit phase 
electrical promotion and that it is of mutual bd 
fit. It’s another G-E enterprise that is ca 


on in your interest as well as ours. 


Twenty-eight of these new opportunities are described in our booklet, Little-Known G-E Products Sor Ina 
(GES-2136). You can obtain a copy by calling your G-E sales office or by writing ‘to 
General Electric, Special Products Section, Schenectady, N. Y. 


_ GENERAL @ ELECTRIC 
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